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REORGANIZATION OF THE PASSPORT OFFICE 


FRIDAY, APRIL 13, 1956 


UNITED STATES SENATE, 
CoMMITTEE ON GOVERNMENT OPERATIONS, 
Washington, D.C. 


The Committee met, pursuant to call, at 10:35 a. m. in room 357, 

Senate Office Building, Washington, D. C. Senator John L. MeClel- 
I an (chairman) presiding. 

Present: Senator John L. MeClellan, Democrat, Arkansas; Sena- 
tor Hubert H. Humphrey, Democrat, Minnesota; Senator Joseph R. 
McCarthy, Republican, Wisconsin; Senator Norris Cotton, Republi- 

can, New Hampshire; Senator Thomas E. Martin, Republican, lowa. 

Present also: Senator William F. Knowland, Republican, Califor- 
nia; Walter L. Reynolds, chief clerk; Ann M. Grickis, assistant chief 
clerk, 

The CuatrMan. The committee will come to order. 

The purpose of this session of the committee is to hear representa- 
tives of the Department of State with respect to S. 3340, reported 
favorably by this committee on March 1, 1956, and re- referred to 
the committee by the Senate on April 12, 1956, in order to permit rep- 
resentatives of the Department of State to present their views on the 
various provisions of the bill. 

The bill was amended on the Senate floor in the following respects: 

Page 2, line 12, add a new sentence, as follows: ‘The Secretary of State may 
from time to time make such provisions as he shall deem appropriate authoriz- 
ing the performance by the Director of the Service, or by any other officer, or 
by any agency of the Department of State of any of the functions transferred 
to the Service pursuant to the first section of this act.” 

Add a new section : 

“Src. 6. Section 1 of the act of June 4, 1920 as amended (22 U. S. C. 214), 
is amended (1) by striking out ‘And provided further and inserting in lieu 
thereof ‘Provided further’, and (2) by inserting before the period at the end 
thereof a colon and the following: ‘And provided further, That no fee shall be 
required hereunder by any officer or employee of the United States or any 
court of the United States for executing any application for a passport in the 
case of any member of the Armed Forces of the United States proceeding abroad 
in the discharge of his official duties, or any member of his immediate family.’ ”’ 

I should like to insert for the record a copy of S. 3340; a report on 
this bill dated March 1, 1956; staff memorandum 82-2-11 dated March 
26, 1956, on S. 3340, accompanying which is a statement of Wilbur JJ. 
Carr, Director of the United States Consular Service, Department 
of State, before the House Committee on Foreign Affairs on February 
3, 1920; extracts from House reports relative to fees charged for pass- 
ports; and extracts from the Congressional Record of February 24, 
1932, relating to passport fees. 
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(The exhibits referred to are as follows :) 


[S. 3340, 84th Cong., 2d sess.] 


A BILL To transfer the functions of the Passport Office to a new agency of the Depart- 
ment of State to be known as the “United States Passport Service,” to establish a 
Passport Service Fund to finance the operations of the United States Passport Service, 
and for other purposes 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That all functions, powers, duties, and author- 
ity of the Passport Office of the Bureau of Security and Consular Affairs, Depart- 
ment of State, together with those funds, liabilities, commitments, authorizations, 
allocations, personnel, properties, and records of the Department of State which 
the Secretary of State shall determine to be primarily related to, and necessary 
for, the exercise of such functions, powers, duties, and authority, are hereby 
transferred to the United States Passport Service, established pursuant to section 
2 of this Act. 

Sec. 2. There is hereby established in the Department of State an agency to be 
known as the “United States Passport Service” (hereinafter referred to as the 
“Service”’) which shall be headed by a director who shall be appointed by the 
Secretary of State in accordance with the civil service laws, and whose position 
shall be allocated to grade 18 of the General Schedule as prescribed in the 
Classification Act of 1949, as amended. 

Sec. 3. (a) There is hereby established a fund for the Passport Service (here- 
inafter referred to as the “fund”). The fund shall be capitalized on the basis 
of— 

(1) an initial appropriation by the Congress to the fund of a sum which, 
together with the unexpended balances of any appropriations transferred to 
the Service pursuant to the first section of this Act, does not exceed $1,000,- 
000, which sum is hereby authorized to be appropriated out of any money in 
the Treasury not otherwise appropriated: 

(2) any unexpended balances of appropriations, the inventories, receiv- 
ables, and other physical assets of the Service transferred to the Service 
pursuant to the first section of this Act (exclusive of buildings occupied and 
land), such inventories and other physical assets to be capitalized at fair and 
reasonable valnes to be determined by the Secretary of State: and 

(3) assumption by the fund of all obligations, commitments and liabilities 
of the Service as of the effective date of this Act. 

(b) The fund shall include all property and other physical assets acquired by 
the Service (except buildings and land), and there shall be deposited into the 
fund all amounts received for services performed by the Service, and all other 
amounts received by the Service from whatever source derived, including all 
proceeds arising from disposition of any property or other assets acquired by the 
fund. 

(ce) The fund shall be available without fiscal-year limitation for financing the 
direct costs and expenses of operating and maintaining the Service. 

(d) All amounts received for passport fees in excess of $9 for each original 
passport and of $5 for each renewal of a passport shall be deposited at least 
annually into the general fund of the Treasury as miscellaneous receipts. Any 
surplus accruing to the fund in any fiseal year shall be deposited into the general 
fund of the Treasury as miscellaneous receipts during the ensuing fiscal year: 
except that any such surplus may be applied first to restore any impairment of 
the capital of the fund. 

Sec. 4. In accordance with the provisions of existing law— 

(a) the Secretary of State shall prepare and submit an annual business- 
type budget program for the Service: 

(b) there shall be installed and maintained in the Service an integrated 
system of accounting, including proper features of internal control, which 
will (1) assure adequate control over all assets and liabilities of the fund, 
(2) afford full disclosure with respect to the financial conditions and opera- 
tions of the fund according to the accrual method of accounting. and (3) 
supply on the basis of accounting results the data for the annual budget of 
the Service with respect to the last completed fiscal year. The system of 
accounting shall conform to principles and standards vrescribed by the Comp- 
troller General of the United States so as to accomplish the purposes of this 
section, and shall be subject to such review by the Comptroller General as 
may be necessary to assure its conformance with the principles and standards 
prescribed and its effectiveness in operation ; and 
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(c) the financial transactions, accounts, and reports of the fund shall be 
audited on a periodical basis by the General Accounting Office and a copy of 
each report or audit shall be furnished promptly to the President, the 
Congress, and the Secretary of State. 

Sec. 5. Section 2 of the Act eititled “An act to regulate the issue and validity 
of passports, and for other purposes”, approved June 3, 1926, as amended (22 
U.S. C. 217a), is amended by striking out ‘$5’ and inserting in lieu thereof “$10”, 
and by striking out “$9” and inserting in lieu thereof “18.” 


[S. Rept. No. 1605, 84th Cong., 2d sess.] 
REORGANIZATION OF THE PASSPORT OFFICE 


The Senate Committee on Government Operations, to whom was referred the 
bill (S. 3340) to transfer the functions of the Passport Office to a new agency 
of the Department of State to be known as the “United States Passport Service,” 
to establish a Passport Service fund to finance the operations of the United States 
Passport Service, and for other purposes, having considered the same, report 
favorably thereon, and recommend that the bill do pass. 


PURPOSE 


The purpose of this bill is set forth fully in Senate Report No. 1604, filed in the 
Senate on March 1, 1956, which also outlines in detail the reorganization program 
of the Passport Office. 

It is the view of the committee that the present reorganization of the Passport 
Office should not only provide for its existing needs, but should take into con- 
sideration the impending flood of passport applications, and its future require- 
ments. To be fully utilized, the program should be planned so as to meet demands 
for services which competent authorities indicate will be made upon it in the 
next 6 months, and which will continue to increase each year. With this objec- 
tive in view, the committee recommends the approval of 8S. 3340 to conform 
to its recommendations in Senate Report No. 1604: 

Recommendation No. 1. That the tithe of the “Passport Office’ be changed to 
the “United States Passport Service.” 

In a report to the Senate in the 80th Congress (S. Rept. 248) the Committee 
on Government Operations recommended the establishment of a program for 
the improvement and promotion of a consistent pattern of nomenclature in the 
executive branch of the Government. The committee has repeatedly urged all 
agencies of the Government, in effecting reorganizations, to adhere as closely as 
possible to the formula prescribed in its original report in order to bring about 
more uniformity in the organizational structure of the Government. The overall 
objective was to identify clearly the relative importance of the various types 
of activities, and to bring about a better understanding on the part of the public 
of the nature and type of Government services that were being performed in the 
general public interest. 

The Commission on Organization of the Executive Branch of the Government 
(the first Hoover Commission) adopted the committee’s recommendations for 
uniformity of nomenclature in its report on Management of the Executive 
Branch, and recommended (recommendation No. 21) that the internal operating 
organizations of each department should follow a standard nomenclature. The 
Commission stated in that report that the term “Office,” as used therein, should 
refer to staff agencies which served the President or his department heads, and 
that the designation “Service” should be injected into the operating structure. 

The Committee on Government Operations, in its Annual Report on Organiza- 
tion of Federal Executive Departments and Agencies, on March 25, 1949, con- 
curred in this definition in the Hoover Commission report, and stated (Com- 
mittee Print No. 5, 81st Cong.) that “the term ‘Office’ will designate staff agencies 
which serve directly under the administrative head of an establishment or com- 
ponent and are directly responsible to such official.” 

The designation of the Passport Office within the Department of State, there- 
fore, clearly conflicts with the prescribed standard nomenclature, since that 
agency performs a direct service to the public (as well as to the Department 
of State). Since it is an operating unit and not a staff office, as defined under 
the above standards, it should be so designated as to conform to its status within 
the Department. In order to give proper recognition to the exact nature of its 
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operations, the pending bill provides that the title of the “Passport Office” be 
changed to the “United States Passport Service.” In the view of the committee, 
favorable action on this provision of the bill would rectify the present misnomer 
and more clearly define the nature of its operations as a semiautonomous opera- 
tion. 

The bill further provides that the Director be appointed under the classified 
civil service, which position shall be allocated to grade 18 of the General Sched- 
ule as prescribed in the Classification Act of 1949, as amended, to conform to 
the importance of the duties and responsibilities of the head of an operating 
agency. The Director is not required to make policy determinations and, in 
the view of the committee, should be an administrative official in the career serv- 
ice, since the agency would continue to operate under basic laws enacted by the 
Congress which clearly establish its fees, policies, and other functions. 

Recommendation No. 2. That a passport service revolving fund be created, 
under an established ceiling, in order to provide a means of financing which 
will permit the Passport Office to meet expanding or contracting activities caused 
by seasonal or extraordinary conditions. 

The purpose of the fund would be to provide a business-type operation, with 
more flexible authority to meet constantly changing personnel and supply re- 
quirements during the peak season, which make unpredictable demands on its 
services. The purpose would be to provide (1) more accurate computations 
of cost, (2) simpler accounting device for recording fees received and expenses 
incurred, and (3) a means for defraying expenses directly out of fees collected. 

The fund would also provide a means for the Congress to evaluate more accu- 
rately the fees received, and to insure that the Office will continue on a high 
level of performance. Expenditures of the Passport Office will vary with the 
demand for services and, if rigidly controlled, as at present, the procurement 
of the necessary funds with which to finance activities attuned to fluctuation 
of overseas travel are unnecessarily delayed. 

Section 3 of the bill, which would provide for legislative authority for the 
establishment of such a fund, also provides for the removal of the requirement 
that passport fees, as received, be covered into the Treasury of the United States 
as miscellaneous receipts, and authorizes their conversion into the passport 
service fund, which, upon attaining a specified ceiling of $1 million, would then 
require that any excess should be covered into the Treasury. 

This section of the bill would enable the Passport Office to maintain a high 
level of performance by (@) the procurement and replacement of mechanical 
equipment as operations require; (0) promote the utilization of modern methods 
for the processing of passport applications, and the improvement of records 
management and administrative controls; (c) provide funds for extraordinary 
printing requirements when found to be necessary; and (d) the employment 
of needed personnel to meet peak workload requirements. 

The establishment of a revolving fund, under ceiling limitations with sufficient 
latitude to meet these objectives, is, in the view of the committee, the best 
method of procedure to insure that the needs of the Office can be met in the 
immediate future. If approved by the Congress, however, the Director and 
the Comptroller General of the United States will be urged to carefully study 
and analyze the operations of the funds, with a view to recommending any 
supplemental action that may be found to be desirable, or which would afford 
improved operating and budgetary controls after the program has been thor- 
oughly tested. 

The bill also requires that the Passport Office comply with existing business- 
type budget provisions of law, and that periodic audits be made by the General 
Accounting Office. 

In proposing the creation of this fund, the committee believes that only directly 
relatable costs under the control of the Passport Office should be included, and 
that the annual surplus of the fund (i. e., excess of receipts over direct costs) 
which is to be transferred to the Treasury as miscellaneous receipts would, in 
part at least, represent general reimbursement for indirect costs not paid out 
of the fund. 

Under this approach, the following are examples of what the committee con- 
siders to be directly relatable costs to be included as costs of the fund: 

(1) All salaries of Passport Service personnel (both temporary and per- 
manent) along with related overtime pay, FICA, terminal leave pay, etc. 
(2) All travel costs of Passport Service personnel. 
(3) Office rent, telephone service, and necessary utilities. 
(4) Communication charges, postage, etc. 
(5) Printing. 
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(6) Supplies and equipment purchased and used by the Passport Service. 

(7) Depreciation of equipment capitalized as part of the passport fund. 

(8) Any other costs directly under the control of the Passport Service. 

The following are cited as examples of indirect costs which would, in the view 
of the committee, not be paid out of the passport fund: 

(1) The Government’s share of the cost of the civil-service retirement 
system and unemployment compensation fund. 

(2) Any pro rata allocation of general overhead of the State Department 
or other charges which are performed as a regular part of its normal func- 
tion for all components of the Department. Any charges for special services 
required by the Passport Service, which additional costs can be identified, 
may be included on a reimbursement basis. 

(3) Pro rata allocations of the costs of Government service or control 
agencies (such as the General Accounting Office, Bureau of the Budget, 
Civil Service Commission, General Services Administration, etc.), except 
to the extent that the general policy is in effect for such agencies to charge 
fees for particular services to the Passport Office. 

(4) Costs of conducting operations for passport services in overseas posts. 

The committee cites these examples, which conform to the views of competent 
Government officials who are familiar with the operations of the Passport 
Office, but does not take the view that all other services are excluded, or that all 
payments from the fund must necessarily conform to these specific areas of 
expenditure. 

Recommendation No. 3. That passport and renewal fees be increased by 100 
percent, to conform to increased service costs. 

The present passport fees were established under the act of May 16, 1932 (U. 
S. Code, title 22, sec. 217a). According to information furnished to this com- 
mittee, increases in salaries and other expenses in the Passport Office and other 
Government agencies approximate 125 percent, and statistical information com- 
piled by various Federal agencies indicates that other cost indexes show in- 
creases have averaged in excess of 100 percent within the past 20 ears. Based 
upon these cost factors, and the necessary increase in the rental of enlarged 
quarters, the procurement of new equipment, and essential personnel require- 
ments to meet the stepped-up tempo for the issuance of passports promptly, there 
is clear evidence that the pasport fees should be increased proportionately. 
This provision of the bill accords with the recent action taken by the Congress 
in approving legislation to increase the fee for executing passport applications 
handled by State officials from $1 to $2 (Public Law 403; S. Repts. No. 1370 
and No. 1467, 84th Cong.). 

Passport fees, except in a limited number of cases, are paid by persons who 
are traveling on pleasure or business, and, in most instances, constitute a fee for 
special services which will be paid largely by persons who are in a much more 
favorable position to pay for such services than the average Federal taxpayer. 
The fees should, therefore, in the view of the committee, be considered as fees 
for special services. (See 8. Rept. No. 1467, 84th Cong.) 

Information furnished to the committee indicates that the total earned fees 
of the Passport Office, when all operating expenses are included, are not now 
sufficient to cover all the cost of the services rendered. When the special services 
provided in connection with overseas operations, such as assistance rendered to 
travelers or citizens residing abroad, are considered, it becomes evident that there 
is a need for an adjustment in the passport fees. And, since the service is 
rendered for special groups or individuals, such beneficiaries should pay ap- 
propriate fees for such special services. 

With the increased public demands for better service in the issuance of pass- 
ports for their personal convenience, and the heavy costs that are involved both 
at home and abroad in servicing American travelers through the Passport Office, 
the consular service, and other agencies of the Department of State, it is the view 
of the committee that an increase of 100 percent or more in the fees for such 
services is fully warranted. 

Recommendation No. 4. The Passport Office should be provided with its own 
accounting and internal audit system. 

Under the present system, the accounting for the Passport Office is the re- 
sponsibility of the Office of Finance, Department of State. It is recommended 
by accounting experts that there should be an agency accounting system estab- 
lished within the Passport Office on a double-entry basis, with a general ledger, 
in which all financial transactions should be recorded in detail or in summary, 
and additional subsidiary records should be kept, where necessary. 


76336—56—2 
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The accounting system should provide for budgetary control, for both rev- 
enues and expenditures, and the financial statements should reflect, among other 
things, budgetary information essential to the proper management of the finan- 
cial affairs of the Office, and for the information of the Congress. 

The subject bill, as reported by the committee, provides that an internal audit 
system shall be established within the Passport Office, and that a periodic audit 
be made by the General Accounting Office. 


CONCLUSIONS 


The committee wishes to emphasize the growing importance and volume of 
the public service rendered by the Passport Office, and that this Office is in the 
unigue position of being an important asset to the Department of State in its 
relations with the public. 

Generally speaking, it is the one area in the Department which meets and 
serves the American public day in and day out, year after year. It has long had 
the reputation of rendering fine public service, until the ever-increasing work- 
load and inadequate facilities overwhelmed its staff during the past year. With 
the fast-growing travel industry and the imminent impact of speed in trans- 
portation, the Passport Office becomes an increasingly important and significant 
service in our Government. It should continue to be a self-supporting and a 
revenue-producing office, and, as such, the committee suggests that it should be 
given more liberal administrative support and maintenance from the Department 
of State, to accord with the objective of the above recommendations, and as pro- 


vided under the pending bill. 


CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXIX of the Standing Rules of the 
Senate, changes in existing law made by the bill, as reported, are shown as 


follows: 
EXISTING LAW 


§ 1004. * * * 
(c) Passport Office, Visa Office, and 
other offices ; directors. 


Within the Bureau there shall be a 
Passport Office, a Visa Office, and such 
other offices as the Secretary of State 
may deem to be appropriate, each office 
to be headed by a director. The 
Directors of the Pasport Office and the 
Visa Office shall be experienced in the 
administration of the nationality and 
immigration laws. 


(d) Same; transfer of duties. 


The functions heretofore performed 
by the Passport Division and the Visa 
Division of the Department of State 
shall hereafter be performed by the 
Passport Office and the Visa Office, 
respectively, of the Bureau of Security 
and Consular Affairs. 


(New matter is printed in italics, 
existing law in which no change is 
proposed is shown in roman: ) 

§ 217a. Validity of passport or visé; 
limitation of time ; renewal ; charge 
for original pasport. 


The validity of a passport or passport 
visé shall be limited to a period of two 
years : Provided, That a passport may be 
renewed under regulations prescribed 


PENDING BILL 


That all functions, powers, duties, 
and authority of the Passport Office of 
the Bureau of Security and Consular 
Affairs, Department of State, together 
with those funds, liabilities, commit- 
ments, authorizations, allocations, per- 
sonnel, properties, and records of the 
Department of State which the Secre- 
tary of State shall determine to be 
primarily related to and necessary for, 
the exercise of such functions, powers, 
duties, and authority, are hereby 
transferred to the United States Pass- 
port Service, established pursuant to 
section 2 of this Act. 


Sec. 2. There is hereby established in 
the Department of State an agency to 
be known as the “United States Pass- 
port Service” (hereinafter referred to 
as the “Service”’) which shall be headed 
by a director who shall be appointed 
by the Secretary of State in accordance 
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EXISTING LAW 


py the Secretary of State for a period, 
not to exceed two years, upon payment 
of a fee of [$5] $10 for such renewal, 
but the final date of expiration shall not 
be more than four years from the origi- 
nal date of issue: Provided further, 
That the Secretary of State may limit 
the validity of a passport, passport 
visé, or the period of renewal of a pass- 
port to less than two years: Provided 
further, That the charge for the issue of 
an original passport shall be [$9] $178. 
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PENDING BILL 


with the civil service laws, and whose 
position shall be allocated to grade 18 
of the general schedule as prescribed in 
the Classification Act of 1949, as 
amended. 

Sec. 3. (a) There is hereby estab- 
lished a fund for the Passport Service 
(hereinafter referred to as the “fund’’). 
The fund shall be capitalized on the 
basis of— 


(1) an initial appropriation by 
the Congress to the fund of a sum 
which, together with the unex- 
pended balances of any appropria- 
tions transferred to the Service 
pursuant to the first section of this 
Act, does not exceed $1,000,000, 
which sum is hereby authorized to 
be appropriated out of any money 
in the Treasury not otherwise 
appropriated ; 

(2) any unexpended balances of 
appropriations, the inventories, re- 
ceivables, and other physical assets 
of the Service transferred to the 
Service pursuant to the first section 
of this Act (exclusive of buildings 
occupied and land), such inven- 
tories and other physical assets to 
be capitalized at fair and reasona- 
ble values to be determined by the 
Secretary of State; and 

(3) assumption by the fund of 
all obligations, commitments and 
liabilities of the Service as of the 
effective date of this Act. 

(b) The fund shall include all prop- 
erty and other physical assets acquired 
by the Service (except buildings and 
land), and there shall be deposited into 
the fund all amounts received for serv- 
ices performed by the Service, and all 
other amounts received by the Service 
from whatever source derived, includ- 
ing all proceeds arising from disposi- 
tion of any property or other assets ac- 
quired by the fund. 

(ec) The fund shall be available with- 
out fiseal-year limitation for financing 
the direct costs and expenses of operat- 
ing and maintaining the Service. 

(d) All amounts received for pass- 
port fees in excess of $9 for each orig- 
inal passport and of $5 for each renewal 
of a passport shall be deposited at least 
annually into the general fund of the 
Treasury as miscellaneous receipts. 
Any surplus accruing to the fund in any 
fiscal year shall be deposited into the 
general fund of the Treasury as miscel- 
laneous receipts during the ensuing 
fiscal year; except that any such*sur- 
plus may be applied first to restore any 
impairment of the capital of the fund. 
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EXISTING LAW PENDING BILL 


Sec. 4. In accordance with the provi- 
sions of existing law— 

(a) The Secretary of State shall pre- 
pare and submit an annual business- 
type budget program for the Service. 

(b) There shall be installed and 
maintained in the Service an integrated 
system of accounting, including proper 
features of internal control, which will 
(1) assure adequate control over all 
assets and liabilities of the fund, (2) 
afford full disclosure with respect to 
the financial conditions and operations 
of the fund according to the accrual 
method of accounting, and (3) supply 
on the basis of accounting results the 
data for the annual budget of the Serv- 
ice with respect to the last completed 
fiscal year. The system of accounting 
shall conform to principles and stand- 
ards prescribed by the Comptroller Gen- 
eral of the United States so as to accom- 
plish the purposes of this section, and 
shall be subject to such review by the 
Comptroller General as may be neces- 
sary to assure its conformance with the 
principles and standards prescribed and 
its effectiveness in operation. 

(c) The financial transactions, ac- 
counts, and reports of the fund shall be 
audited on a periodical basis by the 
General Accounting Office and a copy 


of each report or audit shall be fur- 
nished promptly to the President, the 
Congress, and the Secretary of State. 


SENATE COMMITTEE ON GOVERNMENT OPERATIONS, 
Varch 26, 1956. 
STAFF MEMORANDUM No. 84—-2-11 


Subject: S. 3340, Reorganization of the Passport Office. 
The purpose of this memorandum is to apprise members of the committee of 


certain developments which have occurred since the bill, 8S. 3340, was reported 
favorably on March 1, 1956. 

On March 14, 1956, the Deputy Under Secretary of State for Administration 
appeared before the House Committee on Appropriations in opposition to 8S. 3340, 
and stated that it does not conform to the recommendations of the first Hoover 
Commission. This view was supported by thé Bureau of the Budget. Questions 
were also raised relative to the establishment of a revolving fund, and the pro- 
posed increase in passport fees. The Department of State addressed a letter to 
the chairman of this committee on March 19, 1956, expressing the same views as 
set forth at the House hearings. (Copies of the Department's letter of March 
19, 1956, and the letter of the Bureau of the Budget addressed to the Deputy 
Undersecretary of State for Administration, were submitted by officials of the 
State Department during testimony in public hearing, and appear on pages 33 
and 23, respectively, of this hearing. A further communication addressed to the 
chairman from the Department of State on March 24, 1956, is printed in the hear- 
ing on p. 12). 

The recommendations of the Hoover Commission (in its report on general man- 
agement), referred to by the Deputy Under Secretary, were that (1) each depart- 
ment head should receive from the Congress administrative authority to organ- 
ize his Department and to place him in control of its administration; and (2) the 
Department head should be given authority to determine the organization within 
his Department. 
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S. 3340, as reported by the committee, would conform specifically to these 
recommendations by establishing within the Department of State a United States 
-assport Service; and by transferring from the Bureau of Security and Con- 
sular Affairs to the Secretary of State, those functions which are now carried 
on by the Passport Office of that Bureau. 

The Bureau of Security and Consular Affairs was established within the De- 
partment of State under the provisions of the Immigration and Nationality Act 
(8 U. S. C. 1104 (a) and (b), as amended on June 27, 1952 (Public Law 414, 
82d Congress), and the Passport Office was incorporated as part of the Bureau, 
pursuant to that act. Thus, the subject bill actually removes a statutory im- 
pediment or structure between the Secretary and the Director of the Passport 
Office by establishing a United States Passport Service as a separate unit within 
the Department of State and places the Director of this Service under the direct 
control of the Secretary of State. Since it would in no way alter the existing 
authority of the Secretary to delegate the functions involved, and to control the 
Passport Service, S. 3340 conforms fully to the Hoover Commission’s recom- 
mendations referred to above. 

The bill also accords with the provisions of Reroganization Plans Nos. 2, 3, 6, 
and 26 of 1950 (Departments of Justice, Interior, Commerce, Labor, and the 
Treasury) ; and to Plans Nos. 1 and 2 of 1958 (Departments of Health, Educa- 
tion, and Welfare, and Agriculture), under which all functions (with specified 
exceptions) were transferred to the respective Secretaries. All these plans were 
referred to and acted upon by this committee, and similar legislative authority 
has been vested in the heads of all other Federal departments and agencies, 
except for certain regulatory commissions. 

The purpose of sections 1 and 2 of S. 3340 is to (a) transfer the functions of 
the Passport Office to the Secretary of State, which, according to accepted prac- 
tices, under reorganizations effected in all other departments and agencies of 
the Federal Government, he may delegate under departmental regulations, and 
(b) to raise its status to a service operation rather than a staff function within 
a bureau, which, as indicated in the committee’s report on the bill, also accords 
with recommendations of the Hoover Commission. Should the views of the 
Department of State and the Bureau of the Budget be considered to have suffi- 
cient merit to warrant further committee action, a simple amendment would 
further clarify this intent, as follows: 

Page 2, line 12, add a new sentence, as follows: “The Secretary of State may 
from time to time make such provisions as he shall deem appropriate authoriz- 
ing the performance by the Director of the Service, or by any other officer, or by 
any agency or employee of the Department of State of any of the functions 
transferred to the Service pursuant to the first section of this act.” 

The approval of this amendment would have the further effect of alleviating 
all possible fears that the enactment of S. 3340 would in any way adversely 
affect the functions of the Bureau of Security and Consular Affairs in relation 
to withholding the issuance of passports which might involve some security 
aspect. Furthermore, by relieving the Administrator of administrative responsi- 
bilities over the Passport Service, he would be free to concentrate on the impor- 
tant security and refugee programs now under his jurisdiction. 


ESTABLISHMENT OF A REVOLVING FUND 


The Department of State and the Bureau of the Budget also oppose the crea- 
tion of a revolving fund for the United States Passport Service. This provision 
(sec. 3) was included only after extended staff consultation with representa- 
tives of the General Accounting Office, who originally took a somewhat similar 
view. These GAO officials concluded, however, that if appropriate ceilings were 
established, this approach would be the most expeditious way to attain the ulti- 
mate objective of ascertaining costs and providing the flexibility required for 
the efficient operation of the Office. 

During the reorganization process, the survey team found that there were no 
proper controls within the Passport Office, and that there was no cost-accounting 
system in the Department which would accurately reflect the actual operating 
costs of the Office. The survey also disclosed that the inflexible budgetary con- 
trols now in effect have prevented the Passport Office from securing necessary 
funds to meet its fluctuating operating needs, thus creating serious backlogs in 
passport issuances during the heavy travel seasons. 

The revolving fund which would be created by the bill would provide sufficient 
flexibility to permit the employment of temporary personnel and the procure- 
ment of needed mechanical equipment and printing based on the actual require- 
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ments of the Service. The operations of the agency would be under constant 
study by the Comptroller General, through the requirement of section 4 (c) of 
the bill that periodical audits shall be made, The committee further specifically 
states that: 

“The establishment of a revolving fund, under ceiling limitations with sufficient 
latitude to meet these objectives, is, in the view of the committee, the best method 
of procedure to insure that the needs of the Office can be met in the immediate 
future. If approved by the Congress, however, the Director and the Comptroller 
General of the United States will be urged to carefully study and analyze the 
operations of the funds, with a view to recommending any supplemental action 
that may be found to be desirable, or which would afford improved operating 
and budgetary controls after the program has been thoroughly tested.” 

The creation of revolving funds in Federal agencies to meet special require- 
ments has a number of precedents. Three such funds were created on recom- 
mendations of this committee—the general supply fund, the public buildings 
fund in GSA, and the general operating fund of the Bureau of Engraving and 
Printing, Department of the Treasury. There are at present a dozen or more 
funds in operation by the Federal Government. (A list of some of these funds 
is appended to this report). 

The Department of State maintains that, on a continuing basis, the financial 
problems of the Passport Office can be resolved through regular budgetary proc- 
esses, concluding that, “Advanced financial planning, together with a budget sub- 
mission reflecting that plan, will assure adequate consideration of the needs of 
the Passport Office by review authorities within and outside the Department. 
The establishment of a revolving fund cannot be considered as a substitute for 
adequate planning and will not in itself insure the efficient use of funds.” Ac- 
cording to the reports of the team of Federal experts assigned to effect the re- 
organization of the Passport Office, the “financial planning” referred to does 
not exist in relation to the Passport Office. 

The Department further makes the statement that “through its regularly 
established administrative procedures and controls, it can provide satisfactory 
accounting service to the Passport Office which will recognize the problems 
peculiar to the Office.” The committee report (8S. Rept. No. 1604) clearly demon- 
strates that present accounting service is inadequate, and does not reflect the 
true cost of the services rendered by the Office. 

With respect to section 4 of the bill, it is stated that “it is the belief of the 
Department that through its regularly established administrative procedures and 
controls it can provide satisfactory accounting service to the Passport Office 
which will recognize the problems peculiar to that Office. Further, the internal 
audit of passport activities should be part of the departmentwide internal audit 
program, since the Secretary of State continues to be responsible for them.” 

This section is merely a restatement of existing law, and is proposed for re- 
enactment in order to point up the fact that this accounting policy has not 
heretofore been effected within the Passport Office, and that the present internal 
audit program of the Department is inadequate to meet the fiscal requirements 
prescribed by the Congress. 


INCREASE IN PASSPORT FEES 


While admitting its inability to assess accurate “costing data,” the Department 
contends that the increase in passport fees, as proposed by S. 3340, “would pro- 
duce a revenue in excess of that required to pay the cost of the issuance of pass- 
ports.” The Department refers to the requirements of Budget Circular No. 
A-25 as the basis for establishing its policy regarding passport fees, As is set 
forth in the report of this committee on Fees for Government Services (S. Rept. 
No. 1467 dated February 1, 1956), the budget circular cited was based on a study 
initiated by this committee in the 81st Congress, which had as its objective the 
proper assessment of adequate fees for services rendered for the benefit of 
special groups in relation to the benefits derived from such services. — 

In its report to the Senate on the reorganization of the Passport Office (S. 
Rept. No. 1605), the committee stated that “Passport fees, except in a limited 
number of cases, are paid by persons who are traveling on pleasure or business, 
and, in most instances, constitute a fee for special services which will be paid 
largely by persons who are in a much more favorable position to pay for such 
services than the average Federal taxpayer. The fees should, therefore, in the 
view of the committee, be considered as fees for special services. * * * With 
the increased public demands for better service in the issuance of passports for 
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their personal convenience, and the heavy costs that are involved both at home 
and abroad in servicing American travelers through the Passport Office, the 
Consular Service, and other agencies of the Department of State, it is the view 
of the committee that an increase of 100 percent or more in the fees for such 
services is fully warranted.” 

The history of passport fees legislation shows that the present $9 passport fee 
was first established in 1920, reduced to $5 during the depression in 1930, and 
restored to $9 on May 16, 1932. The proposal in the bill for an increase of 
100 percent in passport fees (Section 5) is based on the following cost statistics : 

1. The average salaries of employees paid under the Classification Act, in- 
creased 116.8 percent between June 1939 and June 1955. (Source: Employment 
Statistics Staff, Civil Service Commission. ) 

2. The consumer’s price index increased 93.9 percent between June 1939 and 
June 1955. (Source: Employment Statistics Staff, Civil Service Commission. ) 

3. The average salaries paid to Passport Office personnel increased 118.5 
percent between 1934 and 1955. (Source: Passport Office.) 

4. Printing costs for a passport book increased 94.4 percent between 1934 and 
1955. (Source: Passport Office. ) 

5. Since 1934, the complexity of the nationality work of the Passport Office 
has increased to the extent that there are now, under present law, 21 ways 
to acquire United States citizenship or nationality, and 15 ways to lose it— 
as compared in 1934 to 12 ways to acquire it and 3 ways to lose it. 
Passport Office. ) 

6. The average cost of rental space for non-Government-owned buildings in 
the District of Columbia in 1984 was from $1.80 to $2 per square foot. The 
Passport Office is presently paying $4.366 per square foot at its new quarters, 
a minimum increase of 118 percent. (Source: General Services Administration. ) 

The House Committee on the Judiciary, in reporting a bill to increase patent 
fees on July 18, 1955 (H. Rept. No. 1201), stated that: 

“* * * While major patent fees have not changed since 1932, the expenses 
of the Patent Office nontheless have increased considerably, particularly during 
the last 10 years. During the 1930’s the expenses averaged approximately 
$4% million per year. Since that time, however, expenses have risen to over 
$12 million per year, which is 234 times the average during the 1930’s. This 
increase has been due to several factors, the primary Ones being the successive 
increases in salary costs and the increases in printing costs. About 78 percent 
of the Patent Office expenditures goes toward the salaries of its employees. The 
average salary paid by the Patent Office today is about 125 percent higher than it 
was during the 1930’s. 

“* * * The printing rates paid to the Government Printing Office today are 
over 100 percent greater than they were 20 years ago. The other items of cost 
in the Patent Office have also increased proportionately. These rises in costs 
are in general parallel to the rise in the cost of living generally. Using the 
Bureau of Labor Statistics data of price indexes and the purchasing power of 
the dollar, the patent fees which patent applicants paid in 1934 have decreased to 
about half its value. To put it another way, if the applicant was paying fees in 
the same proportion as he pays for other items of expense, the fees would be 
about twice what they were 20 years ago.” 

According to information furnished to the committee, the present fees are 
estimated to cover only the actual operating expenses which can be identified 
for direct services performed by the Passport Office. In reporting S. 3340, the 
committee supports the view that, when consideration is given to other special 
services rendered to and for the benefit of passport holders who are traveling or 
residing abroad, the service should be paid for by the beneficiaries thereof. Any 
excess of the ceilings established in the revolving fund would be paid into the 
Treasury as miscellaneous receipts, part of which would cover costs of many 
other services rendered to holders of American passports by consular and other 
officials of ‘the Department of State, or by other agencies of the Government. 

Therefore, it appears reasonable to assume that, if the present passport fees 
were to be found to be justified as far back as 1920, and reestablished in 1982, 
a 100-percent increase, as proposed by the bill, is conservative, since identifiable 
costs related to the issuance of passports have increased by from 115 to 118 
percent. Any other percentage of increase, based on the cost data outlined 
above, should be adjusted upward and not downward. 


Watters L. REYNOLDS; 
Staff Director. 


(Source: 
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Attachment No. 1 to Staff Memorandum No. 84—2-11 
REVOLVING FuNpDs 
(Page references are to the 1957 budget) 


Federal Civil Defense Administration: 
1. Civil-defense procurement fund 
Veterans: 
2. Rental, maintenance and repair of quarters’ 
Civil Service Commission : 
RE A LER ans OR. LEYS Rae Se Bohrer oe 
General Services Administration : 
4. Cost of maintenance, repair, etc., of improvements, public build- 
ings * 
5. Building management fund 
3. Construction services, public buildings 
Navy: 
7. Laundry services, Naval Academy 
Health, Education, and Welfare: * 
8. Operations of commissaries, narcotics hospitals’ 
9. Operating fund, Bureau of Federal Credit Unions, Social Security 
Administration * 
Labor: 
10. Farm labor supply revolving fund, Bureau of Employment 
Security * 
Treasury: 
11. Bureau of Engraving and Printing 
1Items 2, 4, 7, 8, 9, and 10 derive income from outside of the Government. Whenever 
the term “public enterprise’ is used, it implies that the revolving fund derives income 
from outside the Government. Whenever the term “intragovernmental’”’ is used, the 
implication is that the source of income is appropriations. “Public enterprise” and “intra- 
governmental” are to be found in the 1957 budget. 


There are a number of other revolving funds operating in the various Federal 
agencies, such as in TVA, RBA, the general supply fund of GSA, etc. 


Attachment No. 2 


DEPARTMENT OF STATE, 
March 24, 1956. 


DEAR SENATOR MCCLELLAN: Your Committee on Government Operations has 
been advised through established channels of the Department's position on 
S. 3340. 

As the officer of the Department responsible for management and adminis- 
tration generally, I want you to know that the Department appreciates the 
keen interest displayed by your committee and its several members during the 
past several months in improving the operations of the Passport Office. Indeed, 
the work of your committee and its staff has done a great deal to help speed 
up needed changes. The Department has also obtained unusually prompt as- 
sistance from several other departments of the Government. 

Many of the recommendations made by your committee and by other agencies 
of the Government have been placed into effect. High priority has been given 
to provide the necessary administrative support, including adequate funding 
to the Passport Office, so that these combined efforts will reach optimum effec- 
tiveness. I am pleased with the conspicuously good record of performance by 
the several administrative units of the Department that have been called upon 
to assist the Passport Office. In my letter of March 16, 1956, addressed to 
Senator Hayden, a copy of which was sent to you, I advised that the additional 
$10,000 needed for equipment mentioned in your committee’s report had been 
made available by reprograming funds from other areas of the Department. 
Similarly, $37,885 was recently made available to the Passport Office to meet 
urgent requirements for printing additional passports. 

The studies that have been underway for some time on the matter of passport 
fees have not been completed. As soon as they are completed the Department 
will express its views on the level of the fees to be collected and will advise 
your committee promptly. 

If the Department’s budget request for the next fiscal year is approved by 
the Congress, adequate provision will be made for meeting any unpredictable 
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developments in passport operations. I refer specifically to the appropriation 
requested for emergencies in the diplomatic and consular service and to the 
general provision for the transfer of funds from that appropriation to other 
appropriation accounts to meet unforeseen requirements. It is most important 
not only for the Passport Office but for a number of other areas of the Depart- 
ment that our 1957 budget provide funds that will give us necessary flexibility 
to meet emergent and unanticipated demands. Provision has, of course, been 
made in the budget for the Passport Office for all operations of that Office that 
can be anticipated at this time. 

Much remains to be done in improving the Passport Office’s operations. We 
believe the objectives of S. 3340 to improve that Office can be accomplished in 
large measure under the present structure. If we find that there are serious 
impediments in our path we will welcome an opportunity to discuss this prob- 
lem with your committee at that time. 

Sincerely yours, 
Loy W. HENDERSON, 
Deputy Under Secretary for Administration. 


(See pp. 868-870 of hearings before the subcommittee of the Committee on 
Appropriations, House of Representatives, Department of State, March 14, 1956, 
for testimony of Loy W. Henderson, Deputy Under Secretary of State for 
Administration. ) 


Attachment No. 3 
Frees CHARGED FOR PASSPORTS 


(Extracts from hearings before the Committee on Foreign Affairs, House of 
Representatives (H. R. 12211) 66th Congress (Hon. Stephen G. Porter, chair- 
man), February 3, 1920:) 


STATEMENT OF WILBUR J. CARR, DIRECTOR OF THE UNITED STATES CONSULAR SERVICE, 
DEPARTMENT OF STATE 


Mr. Carr. The State Department has never felt disposed to make a definite 
recommendation about this, because Congress took entire control of it. The fee 
used to be $5, back as early as 1864. This fee for passports has had a rather 
variable career ; before 1862 there was no fee. 

The CHAIRMAN. If you have a record there showing the history of the passport 
fees, I suggest that you put it in the record. 

Mr. Carr. I will do so. Before 1862 there was no fee; but by the act of 
July 1, 1862, a fee of $3 was imposed. The act of June 30, 1864, made the fee $5. 
Then the act of July 14, 1870, abolished the fee entirely. Four years later, the 
act of June 20, 1874, raised the fee to $5 again. The act of March 23, 1888, 
reduced the fee to $1, where it stands at present. * * * Most of the people who 
travel out of the country are people who go abroad for various purposes. 

Mr. Connatiy. Mr. Chairman, it occurs to me that the real theory of this 
measure is that they ought not to be required to pay for the service; that is, 
that it ought not to be a revenue-producing measure, except that it should 
defray the expenses the Government would go in maintaining this kind of service. 
Have you any figures, Mr. Carr, or have you any way by which you can separate 
the passport control from all the other activities of the State Department to 
ascertain what the expenses of the Department are in connection with passports? 

Mr. Carr. The expenses are about $150,000 a year for the passport business 
here. And then, of course, we have the entire diplomatic and consular service 
abroad, a considerable part of the duties of which is the protection of Americans, 
and that cests, all told, I think, about $8 million. It is used for many other 
purposes; but a very considerable part of the use of that service is for the 
protection of Americans who go abroad, and who have interests abroad. 

The CHAIRMAN. In other words, Mr. Carr, it is not a question of what it 
actually costs the Government to issue the passports; in addition to that, you 
have the cost of maintaining our diplomatic and consular services abroad, from 
which all of these people benefit ? 

Mr. Carr. Precisely. The mere matter of issuing the passports is a very small 
matter in proportion to the other. The passport serves as a means of identifica- 
tion abroad, and in that way enables a representative of the United States abroad 
to afford protection to an American citizen more certainly than he would if the 
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American citizen went there and had to spend a lot of time to prove that he was an 
American citizen. A passport is conclusive evidence that he is a citizen. 

The CHAIRMAN. This is one of many instances where we pay by general taxa- 
tion for a service performed for individuals that ordinarily the individual should 
pay for. A passport fee of $1 is, in my judgment, very unfair to the taxpayers 
of the country. The man who goes abroad and gets all of this protection that 
we throw around him should contribute a fair share of the cost of maintaining 
that service, just the same as the taxpayer in the city pays a small tax for the 
maintenance of the police force. It is not so much what that policeman does; 
it is the moral effect of his presence. 

Mr. Mason. Yes; it is well worth $10 to anybody who is traveling abroad for 
pleasure. Nobody will raise any question as to that. 

The CHAIRMAN. It may be that not one man in a hundred will need the assist- 
ance of our embassies or legations or consulates; but the mere fact that those 
embassies, legations, and consulates are there affords him a safe place to go in 
case of difficulty. * * * 


Attachment No. 4 
PASSPORT FEES 


Committee on Foreign Relations (Mr. Lodge) Senate Report No. 417, 66th 
Congress, February 6, 1920: 

“The committee is of the opinion that at this time it would be proper to increase 
the fees for passports from the United States and for passports and visas granted 
to those coming into the United States. In view of the services rendered by 
the diplomatic and consular officers it would seem only just that a reasonable 
fee should be exacted for passports and visas. A bill for this purpose has been 
introduced in the House and is now before the Committee on Foreign Affairs. 
With reasonable fees of this kind and the return of the regular consular fees— 
much diminished during the war—to their normal figure, we should be able to 
raise by this very moderate taxation nearly enough money to pay the expenses 
of the State Department. It would enable us also to make some increases in 
the expenditures for the Foreign Service which are greatly needed.” 

(Notre.—The passport fees were increased in the diplomatic and consular 
appropriation act, from $5 to $9 on June 4, 1920. Conference report, H. Rept. 
895 and H. Rept. 985, 66th Cong.) 


William J. Carr, Assistant Secretary of State, testified before the House Com- 
mittee on Foreign Affairs, on April 16, 1930, as follows: 

“Mr. Carr. As far as the State Department is concerned, this question of what 
shall be charged for a passport, whether anything shall be charged for a passport, 
or whether the fee is to be $2, $5, $10, or $20, the State Department does not pre- 
sume to pass upon that question. That is a question wholly to be determined 
by Congress. Congress has determined it in the past. It has determined it 
without any recommendation from the Department of State, and the Department 
of State has no recommendation now on that particular subject” (p. 44). 


Committee on Foreign Affairs (Mr. Linthicum) House Report 582, 72d Con- 
gress, February 19, 1932: 

“It has been the proud boast of the State Department that the Foreign Service 
was largely taken care of by fees from various sources, including that of pass- 
ports and passport visas. The revenue in 1930 amounted to $2,128,060. In May 
1930, a bill was introduced (H. R. 10826, Tist Cong.) which continued the pass- 
port fee of $9 but provided for two renewals of 2 years each at $2, and, by amend- 
ment, that the teachers’ passports should cost only $5. This bill was considered 
on the floor of the House and by amendment the passport fee was reduced to $5 
for all persons. 

“The effect of this in the following fiscal year was to decrease the revenue 
$1,184,047. The present bill (H. R. 9398) restores the passport fee of $9, exclu- 
sive of the application fee of $1, carrying with it 1 renewal for 2 years for $5 
and, according to the calculations of the State Department, will increase the 
revenue $689,426. 

“It is thought by the committee that inasmuch as the traveling public are 
the ones who receive the largest benefit from the Foreign Service, they should 
be willing to contribute more to its support, especially in view of the fact that 
taxes in every other direction must be increased. 
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“The decrease in the fees collected for passports in 1931 was due to some extent 
to the falling off in passports issued but for the most part to the reduction of 
the fee for passports made by the act of July 1, 1930.. There were 163,904 pass- 
ports and renewals issued in 1931, the income from which was only $944,023. 
Had the bill under consideration been in effect during that year the income 
would have been approximately $1,633,499.” 


Attachment No. 5 


[Extracts from the Congressional Record, February 24, 1932 (pp. 4639-4646) ] 
INCREASING Passport FEES 


Mr. Linruicum. Mr. Speaker, I call up the bill (H. R. 9393) to increase pass- 
port fees * * * this is a bill primarily, and perhaps absolutely, for additional 
revenue for the State Department and the Foreign Service. * * * 

Mr. Dyer. This is the first bill that has come into the House for consideration 
at this session which provides for bringing some money into the Treasury in 
addition to what we have been getting heretofore. Is not that the fact? 

Mr. Linruicum. Yes. I know of no other bill which has yet come before the 
House adding revenue. * * * A man who desires to travel abroad and has a right 
to the service of the great United States in every country and every town in 
the world is certainly not paying too much when he pays $9 for a passport for 
all that service. 

Now, in conclusion, I say that this is an important bill. Certainly we are 
giving value received for every dollar they expend, and more. For this $9 
passport and a renewal of 2 years, a 4-year period, we give the entire Foreign 
Service. We give the help of the State Department. We give all the power of 
the United States to enforce a man’s rights abroad and to protect his citizenship, 
and if it is not worth $14 for a service of that kind for 4 years, then I do not 
know what it is worth. The country needs the revenue. Why should we tax all 
the people of this country, people who have a little means, by a sales tax, by 
an income tax to sustain a part of the Government which these men enjoy 
individually? 

It is only fair and proper that, insofar as it can, each department of the 
Government should carry its own burden, and the people who want to travel 
abroad should be perfectly willing, they should be happy, they should be glad 
that the United States has provided a service throughout the world for their 
protection. They may not need that protection, and yet they may need it badly 
at some time. So I say it is only fair and proper, in the condition of the country 
at this time, that we give this Department a potential income of $700,000, divided 
up among the thousands and thousands of people of this country who want to 
go abroad, * * * 

I want to say this is an important bill for your consideration. This renewal 
of a passport under the present law gives a man a right to stay there 6 years. 
There are thousands of people in Europe today who claim American citizenship 
who do not come to America if they can help it, and yet they receive the pro- 
tection of this country and they remain abroad just as long as they want. I say 
that those people should have to pay and they should be compelled to pay in 
addition to what they are paying. 

Mr. McRryNotps. * * * I am one of the members of this committee that op- 
posed the passage of this reduction in passport fees when it was passed, and the 
committee at that time reported out the usual fee of $10, and this was changed 
on the floor of the House. What we are desiring to do now is to place this back 
where it was and to eliminate the exception of teachers which was made in the 
former law, because we feel there is no reason why any exceptions should be 
made, * * * 

The Members of this House know that the Government has provided millions 
of dollars as loans to steamship companies for building up their lines, and they 
know further that millions of dollars are paid to them today in the transporta- 
tion of mails which almost keeps them running without further income. So any 
talk about not being fair to steamship lines is absolutely ridiculous on its face. 

As our chairman stated, this is the first measure by which we will work no 
material damage and by which we can procure some funds. In a short time a 
bill will be brought before the House providing for taxes, which is going to hurt. 
This will be done in an effort to balance the budget, and this bill, as the gentle- 
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man from Maryland has pointed out, will mean more than $700,000 of revenue 
to the Government. 

Why should not a man pay $9, or $10 in all, if he is going to Europe? Why 
should he have more time than 2 years to extend his passport? The trouble is 
that we have many people in this country today who are American citizens and 
who have gone to Europe and are claiming protection under the American flag, 
and yet they are staying there and simply having their passports renewed. 

Mr. Morton D. Hutu. Mr. Chairman, I favor the passage of this bill. I think 
it has been explained clearly to the membership of the House that the State 
Department is behind in revenue, that the passport fees are a source of revenue, 
that they come from those largely who can well afford to pay them. The passage 
of the bill will largely increase the revenue of the Government and help put the 
State Department upon a self-supporting basis. There is very little more that 
need to be said in support of the bill. It may work a hardship on some people. 
Hard times work hardships on all people. The burden of paying a part of the 
cost of the State Department will be borne by the traveling public who benefit 
from the diplomatic service. 

Mr. La GuarpiA. I oppose the reduction of the passport fee at the time it was 
first suggested, and I recall very vividly the fun that some of my colleagues 
poked at me when they asked me if I had abandoned the cause of common people. 
The bill as originally introduced at the time was clearly discriminatory. There 
was no real justification for the reduction of the passport fee when that was 
brought about. If I remember correctly—I have not had time to refer to the 
debate at that time—the State Department was not very anxious for a reduction 
in the passport fee. * * * 

I submit to my good friend from New York (Mr. Rudd) that the list of mer- 
chants and corporations that urged the reduction of the fee was read on the floor 
of the House when the previous bill was under consideration. If our export 
business depends upon whether a representative of American trade can pay $10 
or $5 for his passport, then there is not much hope for American trade. 

* * * Of course I know my good friend would join with me in anything the real 
common people needed, but when an American citizen is able to buy his passage 
on a palatial steamer and go abroad where there are no restrictions upon his 
personal liberty, he ought to be willing to pay the $10 passport fee. 

* * * And I say that the passport fee had absolutely nothing to do with the 
falling off of trade. I say it is not only childish but it is kindergarten logic to 
stand up here and say that the falling off of $2 billion trade is due to an at- 
tempted increase of $5 in the passport fee. I cannot subscribe to any such theory 
as that. 

Mr. Jounson of Texas. If the House properly understands what the bill will 
do, I think there will be little opposition to it. * * * This is the only measure 
that puts money into the Treasury that has so far come before the Congress. 
We do not have very many bills of that kind unless they emanate from the Com- 
mittee on Ways and Means. 

This will increase the revenue of the Government at least $700,000, and will 
not tax the traveling public more than 1 percent. I think that would be a reason- 
able estimate, because everyone who goes abroad will spend at least an average of 
$500. One percent of $500 would be $5. It is less than 1 percent. We are in- 
creasing the revenue to the Federal Government and at the same time increasing 
the cost to the citizen less than a fractional part of 1 percent. I think the 
measure should be enacted into law. It will assist in balancing the budget, and 
place no undue burden on anyone. It is true that some shipping interests and 
merchants oppose it, but likewise are they opposed to an increase in various 
taxes suggested before the Ways and Means Committee in the revenue bill they 
are considering. You cannot propose any increase in taxes or in cost without 
hurting someone, but this bill hurts no one to any considerable extent and will 
increase the revenue of the Government and make administration of the law 
more effective than it has been, For that reason I bespeak its passage. 


The Cuamman. Who represents the State Department and wishes 
to be heard on this bill? 

Mr. Carpenter. I do. 

The Cuarrman. We are very glad to have you here, Mr. Carpenter. 
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STATEMENT OF I. W. CARPENTER, ASSISTANT SECRETARY-CON- 
TROLLER, DEPARTMENT OF STATE, ACCOMPANIED BY RODERIC 
L. O’°CONNOR, DEPUTY ASSISTANT SECRETARY FOR CONGRES- 
SIONAL RELATIONS; SCOTT McLEOD, ADMINISTRATOR OF THE 
BUREAU OF SECURITY AND CONSULAR AFFAIRS; EDWARD C. 
CROUCH, ACTING DEPUTY ASSISTANT SECRETARY AND BUDGET 
OFFICER; AND MISS FRANCES KNIGHT, DIRECTOR OF THE 
PASSPORT OFFICE 


Mr. Carrenter. I am Assistant Secretary-Controller of the De- 
partment of State, and when the Deputy Under Secretary for Ad- 
ministration is absent from the Department, I act for him. 

Mr. Henderson, as you know, is now in Teheran attending the meet- 
ing of the Baghdad Pact nations. I know he will be disappointed 
not to have the privilege of appearing here and explaining in person 
the Department’s views on 8. 3340. 

Last month, Mr. Henderson submitted to another committee of 
the Congress a statement of the reasons for the Department's oppo- 
sition to the bill. I ask permission to submit this statement for the 
record and highlight its contents. 

The CuarrmMan. To what other committee was it submitted ? 

Mr. Carpenter. It was submitted to the House Appropriations 
Subcommittee on Appropriations for the State Department. 

The Cuarrman, Is this statement long? 

Mr. Carrenter. No, sir. It is about four pages. I shall be glad 
to highlight it for you. 


The Cuamman. All right, Mr. Carpenter, I have a copy of the 
statement before me. The statement may be printed in the record 
at this point and you may highlight it and discuss it if you care to. 

(The statement referred to is as follows :) 


GENERAL STATEMENT OF THE Deputy UNDER SECRETARY FOR ADMINISTRATION COn- 
CERNING 8S. 3340 AND H. R. 9789 witH RESPECT TO THE REORGANIZATION OF THE 
PASSPORT OFFICE 


The Department has made a careful review of the bills recently introduced 
to provide for reorganizing the Passport Office. The following comments are 
submitted. 


CREATION OF THE UNITED STATES PASSPORT SERVICE 


The establishment of a United States Passport Service as a semiautonomous 
agency within the Department, which would apparently report direct to the 
Secretary, would place additional responsibilities upon an already overburdened 
Secretary and might deprive him of the time and energy which should be 
available for policy problems. Creation of the Service and determination of its 
functions by statute would limit the discretion of the Secretary in making future 
decisions concerning organization of the Department. This action is in conflict 
with the principle stated by the first Hoover Commission as follows: 

“Each department head should receive from the Congress administrative 
authority to organize his department and to place him in control of its admin- 
istration. * * * The department head should be given authority to determine 
the organization within his department.” 

By making the proposed Passport Service a semiautonomous agency, it would 
be possible for the Service to provide its own personnel, fiscal and operating 
facilities. If done, this would result in duplication of services now provided by 
the Department. 
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ESTABLISHMENT OF A REVOLVING FUND 


On a continuing basis the financial problems of the Passport Office can be 
resolved through regular budgetary processes. Advanced financial planning, 
together with a budget submission reflecting that plan, will assure adequate con- 
sideration of the needs of the Passport Office by review authorities within and 
outside the Department. The establishment of a revolving fund cannot be con- 
sidered as a substitute for adequate planning and will not in itself insure the 
efficient use of funds. 

Because of the nature of its operations the Department of State is constantly 
faced with unanticipated contingencies. Fluctuations in workload are common 
to many parts of the Department as well as to the Passport Office. The work- 
load of the Passport Office can in fact be forecast with a greater degree of 
accuracy than is possible in many other areas. The problem of meeting work- 
loads, which could not reasonably be anticipated, is departmentwide and the 
Department is at present giving consideration to ways and means by which 
it may be met. 

The proposed revolving fund would be used to pay only “direct’’ costs. The 
regular appropriations of the Department would meet the indirect costs. This 
artificial separation of costs would pose a continuing problem to the Department 
and would make impossible the identifying of related costs within one account. 
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SEPARATE ACCOUNTING AND INTERNAL AUDIT SYSTEM 





Through its regularly established administrative procedures and controls the 
Department can provide satisfactory accounting service to the Passport Office 
which will recognize the problems peculiar to that office. Further, the internal 
audit of passport activities should be part of the departmentwide internal audit 
program since the Secretary of State continues to be responsible for them. 


ONE HUNDRED PERCENT INCREASE FOR ISSUANCE AND RENEWAL OF PASSPORTS 





It is the policy of the executive branch, enunciated in Bureau of the Budget 
Circular No. A-25, dated November 5, 1953, to establish fees that will recover 
to the fullest extent possible the aggregate costs incurred in performing the 
service for which the fee is collected. This policy was reaffirmed by the Presi- 
dent when he stated that special services benefiting individuals should be self- 
supporting, not profitmaking. 

While available costing data do not permit precise calculations, it is apparent 
that the proposed increase in fees would produce a revenue in excess of that re- 
quired to pay the costs of the issuance of passports. The establishment of fees 
at the rates proposed would result in the making of a profit on the issuance of each 
passport. It would in addition have a negative impact on the program to facili- 
tate international travel... The Department has been studying this problem for 
some time but its studies to date are not sufficiently conclusive to permit a rec- 
ommendation for a change in the current level of fees. 


CONCLUSIONS 





During the past several years as a result of thé growing interest in travel 
abroad and the availability of low-priced and speedy travel facilities the activi- 
ties of the Passport Office have greatly increased. The Department has not been 
unmindful of the problem posed by this increased activity. In recognition of 
the problem steps have been taken to modernize and mechanize the office and to 
equip it to handle the increased volume of business. 

The Department shares the concern displayed by the Senate Committee on 
Government Operations and will continue the efforts of recent months to improve 
the effectiveness of the Passport Office to the end that the office is properly 
equipped to meet the steadily increasing demands placed upon it and to assure 
a high standard of service to the public. The Department does not feel, how- 
ever, that such improvements require the establishment of a semiautonomous 
agency for passport operations or the financing of such an operation through a 
revolving fund. Furthermore, the establishment by statute of a semiautonomous 
agency within the Department of State would be contrary to the sound principles 
of management endorsed by the Hoover Commission and by general Government 
practice. 

The Acting Secretary of State has authorized me to state that the Department 
of State is of the opinion that the passage of this bill would not be in the public 
interest. 
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In closing, I should like to submit for the record a copy of a letter from the 
Bureau of the Budget dated March 9, 1956, setting forth its views on the pro- 
posed legislation. The views of the Bureau of the Budget coincide in general 
with those of the Department. 

Notr.—The March 19, 1956, letter from the Bureau of the Budget 
referred to in the foregoing statement was inserted separately in the 
record and appears on p. 23.) 

Mr. Carpenter. It is the Department’s view, sir, that effective 
operation of the Passport Office does not require the establishment 
of a semiautonomous agency for passport operations, or the financing 
of such an operation through a a revolving fund. The Department 
further believes that S. 3340 would be contrary to the sound prin- 
ciples of management endorsed by the Hoover Commission. 

Mr. Henderson’s statement calls attention to the recommendations 
No. 18 and 20, which I should like to read. This is from the Hoover 
Commission, the Commission on Organization of the Executive 
Branch of the Government, a report to the Congress of February 
1949: 

Each Department head should receive from the Congress administrative 
authority to organize his Department and to place him in control of its ad- 
ministration. 

That is No. 18. Recommendation No. 20 reads: 


We recommend that the Department heads should be given authority te 
determine the organization within his Department. He should be given au- 
thority to assign funds appropriated by the Congress for a given purpose to 
that agency in his Department which he believes can best effect the will of 
Congress. 

Senator Humpnurey. May I interrupt at this point? 

The CuatrMan. Yes. 

Senator Humenrey. I should like to ask Mr. Carpenter to give mea 
lucid explanation of the difference between the principles announced 
in that report and the principles of this bill. 

The truth is that the Immigration and Nationality Act, as amended 
in 1952 (Public Law 414, 82d Cong.), interrupted that principle of 
management within the De sartment of State, and that the objective 
of this bill is to restore it. Con you explain that tome? I would like 
to get it into the record. I am reasonably intelligent, but I have 
looked this over, and I can’t find any violation at all in the principle 
of this bill. Doesn’t this bill restore authority to the Secretary of 
State? 

Mr. Carpenter. If I may respond to your question, sir. 

If S. 3340 simply repealed the organizational provisions of Public 
Law 414, and thereby left the Secretary complete discretion to or- 
ganize his Department for the conduct of passport, visa, and other 
activities, the bill would be in complete accord with the recommenda- 
tions of the first Hoover Commission, in our opinion. 

Senator Humpurey. What else does it do besides that ? 

Mr. Carpenter. It sets up a revolving fund for financing. 

Senator Humpnrey. Let us talk about the management principle 
first. Let us talk about the administrative organization. The re- 
volving fund is, I realize, a controversial thing. 

Mr. Carpenter. As I understand the bill, it changes the designa- 
tion from Passport Office to the United States Passport Service. Is 
that correct ? 
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Senator Humpnrey. That is terminology, yes. 

Mr. Carpenter. The use of the designation of the Office as a 
“Service,” if we take the Hoover Commission definition, places the 
Passport Office higher than a bureau level office—a bureau level area 
in the Department. 

Senator Humpnrey. Are you familiar with the clarifying amend- 
ment that we adopted to this bill as a committee amendment in the 
Senate yesterday that permits the Secretary to transfer this function 
wherever he may desire, and, further, that he may designate any 
agent of the Department to perform whatever services may be neces- 

sary to carry out the functions of the Passport Service ? 

Mr. Carrrenrer. Is it in yesterday’s Congressional Record? I read 
it yesterday. 

Senator Humrnrey. That was the express purpose of it. Rather 
than to have any doubt as to its meaning, we adopted what I call a 
clarifying amendment. 

Mr. CarpPenter (reading) : 

The Secretary of State may from time to time make such provisions as he 
shall deem appropriate authorizing the performance by the Director of the 
Service, or by any other officer, or by any agency or employee of the Department 
of State of any of the functions transferred to the Service pursuant to the first 
section of this Act. 

Senator Humrurey. That is correct. That amendment is designed 
for one purpose, to make it explicitly clear that the Secretary of 
State is vested with complete authority, and may place this Service 
in whatever administrative structure he desires, or designate any 
officer he may desire, to perform whatever auxiliary or supplemental 
services are required by the Passport Service. 


Mr. Carpenter. Yes, sir; the use of the word “service” in your 
amendment is still confusing to me. 

In recommendation No. 21 of the Hoover Commission, “service” 
defined as follows: 


In those instances where a number of bureaus may be consolidated into one 
operating group, or where an individual bureau is particularly large, then the 
Commission believes that the designation of “service” should be interjected 
into the operating structure. 

May I refer to the chart over here? - 

Senator Humrnrey. Please do. 

Mr. Carpenter (indicating on chart). This represents the organ- 
ization of the Department of State. We have four main Bureaus 
which handle the substantive work, the Bureau of Inter-American 
Affairs, the Bureau of Near Eastern Affairs, the Bureau of European 
Affairs, and the Bureau of Far Eastern Affairs. 

Those, Mr. Senator, are each headed by an Assistant Secretary. 
It is confusing to us to know how to handle the Passport Service where 
we have a Bureau still headed by an Assistant Secretary. 

Senator Humrnnrey. May I just step over there? 

Mr. Carpenter. Yes, sir. 

Senator Humpnrey. As a matter of information to me, just. where 
does the Bureau of Security and Consular Affairs fit under the de- 
partmental structure, with the Assistant Secretaries? 

Mr. Carpenter. We have a bureau by law, 414, I believe, establish- 
ing the Bureau of Consular Affairs, which is in itself a bureau. 
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Senator Humenrey. That is exactly what I am getting at. The 
point is that the law, the Immigration and Nationality Act of 1952, 
was passed after the Administrative Reorganization Act relating to 
the State Department. I am not complaining about the act itself. I 
am talking eed the administrative structure. It placed an impedi- 
ment to the normal flow of organization under the Reorganization Act. 

The term “Service” is only a matter of semantics. 

Mr. Carrenter. The Passport Office is a part of the Bureau of Se- 
curity and Consular Affairs. As I understand your S. 3340, it would 
alter that, and create a Passport Service with semiautonomous powers. 

Senator Humrurey. Unless the Secretary of State deemed it should 
be set up otherwise. The language proposed yesterday is found in 
every administrative reorganization act. What the bill really pro- 
vides for is integration of management, accounting, records and other 
functions of the Passport Office under appropriate administrative 
controls, and provides a little more status for your Passport Service so 
it isn’t lost in the shuffle. That is what the purpose is. 

Mr. Carpenter. Yes, sir. 

May I proceed ¢ 

The CHatrmMan. Yes, sir, you may proceed. 

Mr. Carpenter. Mr. Henderson referred in the State Department's 
statement to the establishment of a revolving fund. I have with me 
the Deputy Assistant Secretary and Budget Officer of the Department 
of State, Mr. Crouch. May I ask Mr. Crouch to speak on the revolving 
fund ¢ 

Senator Humpurey. Before we go into that, may I ask, Mr. Carpen- 
ter, do you strenuously and seriously object to the administrative and 
organizational features of this bill? Exeluding the revolving fund, 
for I recognize that is a highly controversial feature. But I want to 
know if you object to the principle embodied in this bill relating to 
the Passport Office in terms of management principles, the language 
which brings together the accounting, financial transactions, and rec- 
ords. management, all under the Director, with responsibility for ad- 
ministrative controls under any high official as the Secretary may 
direct. 

Mr. Carpenter. Yes, sir. I do. I believe that the Secretary of 
State should have freedom to establish his formal organization chart 
as he deems necessary, without the aid of legislation. That is my 
viewpoint, sir. 

The Cuatrman. I don’t quite understand. You mean that the 
Congress shouldn’t undertake to set up the system of management 
and housekeeping at all, but should leave the whole matter to the dis- 
cretion of the Secretary ? 

Mr. Carpenter. That is the privilege of the Congress, sir. 

The Cuatrman. Is that what you are objecting to? 

Mr. Carpenter. I am holding to the Hoover Commission’s state- 
ment, sir, which, as I read before, says: 

Each department head should receive from the Congress administrative au- 
thority to organize his department and to place him in control of his adminis- 
tration. The department head should be given authority to determine the organ- 
ization within his department. 

The Carman, According to your interpretation of that, it is so 
restrictive that the Congress should never prescribe any conditions or 
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methods or limitations or anything else. You just say, we appoint 
you Secretary of the department, and from here on it is your depart- 
ment, without any suggestions from Congress or requirements from 
Congress as to what the internal organizational structure shall be. 

Is that the contention you make? 

Mr. Carrenter. I am not taking any issue with any of the Congress’ 
rights and privileges and desires to pass such legislation as they deem 
best. But as far as the operation of the department is concerned, I 
hold to this Hoover Commission statement. 

The CHamman. I was a member of the Hoover Commission, and 
I don’t think the language to which you refer was intended to pre- 
clude Congress from establishing by law such conditions or broad 
provisions of authority as it felt would be necessary to be vested in 
the administrator of a particular service as long as the functions 
were under the supervision of the department head. That is one 
thing I have objected to in regard to all of the reorganization plans. 
They just simply said let the Secretary take it, and let him do it as 
he sees fit. The Congress, I thought, abrogated a lot of its responsi- 
bility in doing it that way. With nething spelled out, I do not think 
it was proper for the Congress to give the jasden authority to do 
whatever he chose with regard to the realinement of the components 
of the departments. That is why I opposed some of them. 

Senator Humpurey. You may recall that in the reorganization plan 
relating to the Department of Health, Education, and Welfare, we 
insisted upon having, for example, some autonomy for the Public 
Health Service, rather than just letting the administration of its 
program be changed at the discretion of the Secretary. 

We insisted, for example, that if there was going to be a medical 
program, there be a medical man in charge. The same kind of ob- 
jection was made to plans applying to the Corps of Engineers, and 
the Comptroller of the Currency under the original plan covering 
the Department of the Treasury. 

The Cuatrman. The first reorganization plan was defeated, you 
remember, because the Congress opposed giving such broad authority 
to the Secretary of the Department of Health, Education, and Wel- 
fare. 

I am not arguing either way so far as this bill is concerned. I 
haven’t been able to study it as much as the other members of the 
committee and particularly Senator Humphrey, who initiated the 
staff study of the operations of the Passport Office, but I cannot, as 
a matter of principle, yield on the question of Congress having no 
responsibility and no authority, and consider it to be bad practice 
for the Congress to neglect or waive its responsibility in setting up 
proper guides for the reorganization of agencies in the executive 
branch of the Government. 

I just can’t go along with that kind of abdication of legislative 
controls. I never have, and I shall not begin now. If there is any- 
thing really wrong with this bill which would impair the passport 
service, or if there is something wrong with it that would preclude 
the Secretary of the Department of State from taking appropriate 
administrative action if given direct supervision over the operations 
of the office, I would like that to be pointed out. But there is really 
general agreement that this passport service, or Office, has needed 
some reorganization and considerable improvement. That is the 
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purpose of this bill, to try to do that. I haven’t any irrevocable con- 
victions about it. If there is anything really wrong with the bill, 
I want to properly weigh any suggestions as to what that error 
in judgment is. 

You may proceed, Mr. Carpenter. 

Mr. Carpenter. There is attached to Mr. Henderson’s statement a 
copy of a letter from the Bureau of the Budget dated March 9, 
1956, and I request that this letter also be placed in the record. The 
Bureau of the Budget’s views are also in opposition of the enactment 
of S. 3340. 

The Cuarrman, I have a copy before me. You may proceed. 

Mr. Carpenter. The Bureau of the Budget’s letter is addressed to 
Mr. Henderson and signed by Roger W. Jones, Assistant Director for 
Legislative Reference. 

It refers to S. 3340 and H. R. 9789, which is the bill pending in the 
House on the same subject. It says these bills are in conflict with 
the management and budgetary principles and practices which have 
been generally accepted by this administration as conducive to im- 
proved effectiveness of Government operations. The Bureau is there- 
fore opposed to the enactment of S. 3340 and H. R. 9789. 

In the next paragraph it refers again to the same two recommen- 
dations of the Hoover Commission of 1949, Nos. 18 and 20. 

It goes on to say that they are opposed to earmarking passport re- 
ceipts or the eokabiinhinient of a revolving fund to finance passport 
operations. On many grounds, the earmarking of receipts is a poor 
budgetary practice. It reduces the scope of budgetary review of a 
governmental function, introduces rigidities into the overall budget, 
and tends to create proprietary interests that may actually result in 
more funds being supplied than are actually needed. In the case of 
the Passport Office, this would certainly be the case, since the fees 
and the present rate of $3.6 million are almost twice the amount al- 
lotted for the direct costs of the Passport Office. 

It also refers to the seasonal characteristic of the passport opera- 
tions, it says that that is no justification for a revolving fund. It says 
that flexibility already exists within the “Salaries and expenses” ap- 
propriation for the State Department to meet emergency requirements 
over and above predictable seasonal fluctuations. A revolving fund 
is ordinarily utilized for commercial-type activities which are similar 
to those carried on by private enterprise, or for intragovernmental 
activities involving an extraordinary number of financial transactions 
among appropriations. The attempted creation of a business-type 
financial situation for the Passport Office would give it an unnecessary 
preferential status with respect to activities of the State Department, 
and would significantly weaken the budgetary processes applied in 
each passport operation. 

(The complete letter from Roger W. Jones to Mr. Henderson, dated 
March 9, 1956, is as follows :) 


PXECUTIVE OFFICE OF THE PRESIDENT, 
BUREAU OF THE BUDGET, 
Washington, D, 0., March 9, 1596. 
Hon. Loy W. HENDERSON, 

Deputy Under Secretary for Administration, 
Department of State, Washington, D. C. 

My Dear Mr. Henperson: This will acknowledge receipt of your letter of 

March 8, requesting the views of the Bureau of the Budget with respect to related 
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bills, S. 3340 and H. R. 9789, providing for the establishment of a United States 
Passport Service and a Passport Service Fund. 

These bills are in conflict with the management and budgetary principles and 
practices which have been generally accepted by this administration as conducive 
to improved effectiveness of Government operations. The Bureau is, therefore, 
opposed to the enactment of S. 3340 and H. R. 9789. 

To the proposed Service would be transferred the functions and activities now 
carried on by the Passport Office. The establishment of this new agency by 
statute and the vesting of specific functions in it are contrary to the principles of 
departmental management laid down in the recommendations of the first Hoover 
Commission. Recommendation Nos. 18 and 20 in the report General Management 
of the Executive Branch are as follows: 

“18. Each department head should receive from the Congress administrative 
authority to organize his department and to place him in control of its administra- 
tion.” 

“20. We recommend that the department head should be given authority to 
determine the organization within his department * * *” 

These two recommendations provide sound guidelines for the organization of 
the executive branch, and several reorganization plans based upon them have 
been approved by the Congress. 

We are opposed to earmarking passport receipts or the establishment of a 
revolving fund to finance passport operations. On many grounds, the earmark- 
ing of receipts is a poor budgetary practice. It reduces the scope of budgetary 
review over governmental functions, introduces rigidities into the overall budget, 
and tends to create proprietary interests that may actually result in more funds 
being supplied than are actually needed. In the case of the Passport Office, this 
would certainly be the case, since the fees under present rates of $3.6 million are 
almost twice the amount allotted for the direct costs of the Passport Office. 

The seasonal character of passport operations is no justification for a revolv- 
ing fund. Flexibility already exists within the “Salaries and expenses” appro- 
priation for State Department to meet emergency requirements over and above 
predictable seasonal fluctuations. A revolving fund is ordinarily utilized for 
commercial-type activities which are similar to those carried on by private 
enterprise, or for intragovernmental activities involving an extraordinary num- 
ber of financial transactions among appropriations. The attempted creation of 
a business-type financial situation for the Passport Office would give it an unnec- 
essary preferential status with respect to other activities of the State Depart- 
ment and would significantly weaken the budgetary process as applied to passport 
operations. 

Sincerely yours, 
Rocer W. JONES, 
Assistant Director for Legislative Reference. 


Senator Humpnmrey. May I ask for a point of information on this? 

The Cuatrman. All right. 

Senator Humpnrry. As I have already stated, Mr. Carpenter, I 
recognize the complexity and the difficulties invglved in revolving 
funds as a fiscal management procedure. I have never been too strong 
for that, myself, but I understand the Passport Office has been sub- 
ject to very wide fluctuations of activities—seasonal service requests— 
which in the past year, according to information that this committee 
and our staff received, have impaired its service. Now it may be that 
after this hearing, the State Department will take an interest in its 
operations and see to it that the Passport Office is given adequate funds 
with which to perform its service to the public. One purpose of the 
revolving fund was to give some flexibility in order to make sure that 
there was continuity of service at a high point of efficiency. As our 
report indicated, we wanted the Comptroller General to make periodic 
reports on its operations, to present to the committee, the Congress 
and the Department, recommendations as to a permanent solution o 
the fiscal difficulties that have been encountered. 

May I say that it is my understanding that the late Edward B. 
Wilber, Deputy Assistant Secretary of State, made a study of the 
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Passport Office, fees and fiscal matters, some years ago. The staff 
was informed that Mr. Wilber recommended the creation of a revolv- 
ing fund for the Passport Office several years ago, as a means of get- 
ting out of this budgetary problem that continuously affects the opera- 
tion of this Office. 

I may be misinformed on this, but there has been some pretty careful 
interrogation and investigation on it. I think you will admit that 
there have been budgetary problems relating to the Passport Office. 

Mr. Carpenter. May I ask Mr. Crouch to comment on that and 
answer your question ? 

Senator Humpurey. Surely. 

Mr. Crovcn. I am not quite aware of where this information came 
from with respect to Mr. Wilber’s recommendation on the revolving 
fund. I have been back in the Department for approximately a year 
and a half. In the year during which I served under Mr. Wilber, 
we did discuss a revolving fund, but I have never come across anything 
which has convinced me or led me to believe that Mr. Wilber was in 
favor of a revolving fund for the Passport Office. 

Senator Humpnrey. Why did you discuss it, then ? 

Mr. Crovcu. We discussed it as a possibility. 

Senator Humpurey. Why did you feel it necessary even to discuss 
if the budgetary situation was working well ? 

Mr. Crovcn. I think under any circumstances we would have con- 
sidered the possibility of other financing. But it was our opinion we 
were financing the Passport Office adequately under the present 
method. We have no revolving funds in other parts of the Depart- 
ment of State. 

Senator Humpurey. That is true, but we do have revolving funds 
in other departments of the Government. 

Was the General Accounting Office not in opposition to it when it 
was first proposed as a possible solution to the problems involved ? 

Mr. Crovucn. Yes. 

Senator Humpurey. And did not Mr. Wilber suggest it might be 
a means of solving this budgetary difficulty if the General Accounting 
Office would approve ? 

Mr. Crovucn. No, sir; I don’t think it was discussed on that basis. 

First of all, we didn’t feel we had a Passport Office budget diffi- 
culty. We discussed it to see if there was merit in the revolving fund 
which would benefit operations, not only in the Passport Office, but 
elsewhere, and came to the conclusion that our budget system in the 
Passport Office was working well. I have a record here going back 
to 1952. I believe it will show rather conclusively that everything 
the Passport Office has requested has been granted. 

Senator Humpurey. On time? On schedule? 

Mr. Croucn. Yes, sir. 

Senator Humpurey. I should like to have you present that record. 

Mr. Crovcu. I also have a table showing authorizations for fiscal 
year 1956. 

The Cuarrman. Both tables may be inserted in the record at this 
point as part of the witness’ testimony. 

(The tables referred to are inserted herewith: 1. A Table of Sala- 
ries and Expenses, showing amounts requested and allowed, for fiscal 
year 1952 through fiscal year 1956. 2. A Table of Salaries and Ex- 
penses, Fiscal Year 1956, Authorizations for Passport Operations.) 
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PASSPORT OFFICE AND AGENCIES 


Annual estimates and allowances—Permanent positions, fiscal years 1952 
through 1956 


| Authorized to Of- 


a Be Allowed by De Allowed by Budget; fice by Depart- 
nase ) partment Bureau |} ment, under ap- 
propriation 


Fiscal year 


Nul . Num- 7 
ee Annual rate ber Annual rate ber 


Num-| |Num- 
; | al rat é € 
Annual rate |"},, | Annual rate 


1956 32 $1, 419, 4 32 $1, 419, 455 325 $1,419,455 | 305 $1, 398, 104 

1955 240 1, 014, 255 240 1, 014, 255 240 | 1, 014, 255 236 990, 365 
<< ‘ 250 | 11,061,920 I) wee 

1954 284 1,194,875 | 28 | 34°148,620 |} 238 2 990, 450 

1953 25 967, 58 250 5 | 1,029,250 | 245 1, 016, 725 

2: 89 5 236 892, 795 240 4 993, 035 





1 Fisenhower budget provided 250 positions 
{eduction in authorization to 236 positions resulted from reduced appropriation enacted by Congress. 
Truman budget provided 271 position 
4 Increase in salary rate resulted from general salary increases under Pay Act, 
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Mr. Crovucu. Table No. 2, giving a record of the availability of 
funds during the present fiscal year, shows that, to date, the Depart- 
ment has granted $62,646 more than was originally programed by the 
Passport Office. 

Senator Humrurey. Did the Appropriations Committee ever have 
to admonish you in the Department to take some action on it, or did 
this all come about under a spirit of understanding and good will? 

Mr. Croven. To the best of my knowledge, the Appropriations 
Committee has not admonished us and this has come about through 
a review of quarterly financial plans. 

Senator Humpurey. Are you sure the chairman of the Appropria- 
tions Committee hasn’t been in touch with you recently on this matter ? 

Mr. Crovcn. Harold Merrick, the clerk of the Senate Appropria- 
tions Committee, did talk to me, and we submitted a letter to Senator 
Hayden on what we had done. 

Senator Humpurey. You feel confident, in other words, that your 
present budgetary operations are adequate to meet the budgetary 
requirements of the Passport Office ? 

Mr. Crovucn. I do, sir. 

Senator Humpnrey. And you feel that despite the growth in the 
passport operations and the seasonal fluctuations, that you have 
enough flexibility in your present budgetary operation to take care 
of it? 

Mr. Crovcnu. It is my feeling, sir, that we have more flexibility 
within the overall appropriations for the Department of State than 
there would be in the revolving fund. The revolving fund would 
perhaps have to have limitations imposed by the Congress, and there 
would be no other source of funds for the Passport Office to turn to. 

Senator Humpnrey. Except the receipts. 

Mr. Croucnu. Unless the limitation were raised by the Congress 
itself. As it is today, we feel that we have other seasonal activities 
and other fluctuating activities of the Department, all of which must 
be considered and can be handled through the general appropriations 
to the Department. 

The Cuatrman. What other things? 

Mr. Crovcu. I am talking of the visa operation, for instance. It 
is a very fluctuating activity. 

We have international organizations that determine the necessity 
for 

The CuHairmMan. Those do not produce any revenue, your consular 
activities. 

Mr. Crovcu. That is correct. 

The Cuarrman. It does produce revenues, this Passport Office. 

Mr. Croucn. You didn’t quite make that comparison. 

The CuatrmMan. Except, of course, you can’t accurately anticipate 
how much expense you are going to incur in your consular activities. 
You have to estimate that. At the same time, that service produces 
no revenue. That could be true with respect to any department. 
Sometimes it is impossible to anticipate the contingencies that may 
arise. But I am talking about the Passport Office. It produces 
more revenue than the costs of operating, doesn’ it? 

Mr. Croucn. It does; yes, sir. 

The Cuamman. So if it were given a revolving fund, that wouldn’t 
be any reason for a deficiency in it? 
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Mr. Croucu. Unless there were limitations placed by the Congress 
itself on the amount of money that could be used out of the revolving 
fund. I quite agree with you, sir, on that single basis. 

I have attempted here, Mr. C hairman, to analy ze the major points 
in the committee report in support of a ‘revolving fund and our own 
reaction. 

If I could, I should like to submit that for the record. 

The Carman. It may be submitted. 

(The statement referred to follows :) 


STATEMENT OF THE ACTING Deputy ASSISTANT SECRETARY AND BupGET OFFICER 
CoNncERNING 8S. 3340 anv H. R. 9789 Wirn ResPect TO THE REORGANIZATION OF 
THE PASSPORT OFFICE 


The Department has carefully considered the advantages and disadvantages of 
the creation of a revolving fund for funding Passport Office activities. As a 
result of its analysis of the pros and cons, the Department has reached a decision 
which is in accord with the position taken by the Bureau of the Budget that the 
establishment of a revolving fund would not be advantageous to the operations 
of the Office of Passport. 

The principal reasons cited in the committee report for the establishment of 
a revolving fund are— 

1. More flexible authority to meet constantly changing personnel and 
supply requirements, 

2. More accurate computations of cost, 

3. Simpler accounting device for recording fees received and expenses 
incurred, 

4. Means for defraying expenses directly out of fees collected, 

5. Means for the Congress to evaluate more accurately the fees received 
and to insure that the Office will continue on a high level of performance. 

In considering each of these items, the Department has arrived at the following 
conclusions : 

1, It is unnecessary to create a separate funding arrangement in order to 
supply more funds to a single operating unit within the Department. Adequate 
departmental financial planning, together with a budget submission reflecting 
that planning, will assure adequate consideration of budgetary needs by the 
Bureau of the Budget and the Congress. Because of its public relations impact, 
the Passport Office has enjoyed and will continue to enjoy a preferred position 
in obtaining funds whenever justified requirements exist. The workload of the 
Passport Office is subject to considerable fluctuation throughout the course of 
the fiscal year, but the workload in many other areas of the Department is even 
more unpredictable and it has been possible through regular budgetary procedures 
to meet these unanticipated requirements when necessary. 

For the foregoing reasons, the Department takes the position that the estab- 
lishment of a revolving fund is not necessary to resolve the financial require- 
ments of the Passport Office and that these objectives can be and have been met 
through conventional funding methods. 

2. The establishment of a revolving fund will not in itself make possible an 
accurate computation of the costs of operating the Passport Service. Operating 
costs can be secured by the establishment of a cost system coupled with the 
regular allotment accounting procedures. This is true because the obligations 
incurred by the Passport Office under allotment accounting procedures would 
differ but slightly from expenses incurred under the accrual accounting method, 
as in either case the bulk of the obligations or expenses would be used to fund 
personal service and operating expenses made on a pay-as-you-go basis. The 
Passport Office does not have a heavy inventory of supplies and materials for 
which an accrual accounting system is useful in apportioning the expense between 
fiscal years. 

8. As a result of the recent accounting survey, methods have been installed 
to utilize machine procedures in accounting for passport fees. The procedures 
now in effect have received the concurrence of the Comptroiler General as meeting 
the criteria for simplification and adequate internal control. Contrary to the 
committee report, the establishment of a revolving fund would have no effect 
on the recording of fees received. The simplicity with which obligations or 
accrued expenses and with which liquidations or cash disbursements are recorded 
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is comparable in both allotment accounting and accrual accounting. From a 
purely mechanical standpoint, there would appear to be no advantage through 
use of one method of accounting or the other. 

4. Only direct charges are to be defrayed from the revolving fund. The De- 
partment sees no advantage accruing from the charging of only a portion of the 
expenses of the Passport Office to fee collections. The schedule of fees proposed 
in the bill will provide funds considerably in excess of direct costs. This situa- 
tion could well lead to the establishment of congressional limitations on the 
amount of receipts available for use of the Passport Office. Such a limitation in 
reality is similar in effect to an allotment. However, it is possible for the De- 
partment to make changes in allotment authorities without submitting the matter 
for congressional approval; changes in limitations would require congressional 
approval and consequent delay in processing. 

5. The Task Force Report on Budget and Accounting in the United States 
Government by the Hoover Commission on Organization of the Executive Branch 
of the Government cites one of the principal disadvantages of a revolving fund 
as being that it “* * * minimize(s) congressional scrutiny of operations.” 

The Department has made it a practice to keep the Appropriations Subcom- 
mittees thoroughly and currently advised of its financial situation and believes 
that this practice should be continued in the future. The Department would be 
reluctant to adopt a procedure that might jeopardize our existing relationship. 

Senator Humpnrey. I want to ask a point of information here. 

A survey team was brought in on the reorganization of the Pass- 
port Office, at the request of the committee. You may be familiar 
with that; I trust you are. That group included representatives of 
the General Services Administration, the Civil Service Commission, 
and the General Accounting Office. As a result of that survey, the 
view was expressed that there were no proper fiscal controls in the 
Passport Office, and that there was no cost-accounting system in the 
Department which accurately reflected the operating costs of the 
Office. The survey also disclosed that the flexible budgetary controls 
now in effect had prevented the Passport Office from securing the 
necessary funds to meet its fluctuating operating needs, thus creating 
serious backlogs of passport service during the heavy traffic seasons. 

That is a result of the survey. What have you to say about that? 

Mr. Crovcn. I have this to say: I would be the last one to offer an 
apology that we might not have had sufficient control of funds in the 
Passport Office. 

We are instituting what we feel will be adequate controls. 

Senator Humpurey. That is a result of this survey that has been 
made? 

Mr. Croucn. Yes, sir. 

Now, with respect to cost-accounting systems, we have no cost- 
accounting system as such within the Department. 

However, the allotment acounts, as maintained by the individual 
offices within the Department, are subject to distribution by program 
and also by object class of expenditure. 

This type of accounting can be extended to reflect costs by any 
grouping desired by the management officials. The Department also 
uses certain centralized areas for service to other offices, and it is not 
required that interoffice billings be used to account for such services. 

By that, I have in mind that the Passport Office, for example, does 
not conduct security investigations. It does not do its own purchas- 
ing of furniture, it does not handle rents with the General Services 
Administration. That is all done centrally by the Department. 

Senator Humpurey. That would be permissive under this particu- 
lar bill? 
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Mr. Crovcu. That would be permissive for the Passport Office or 
for the central 

Senator Humpnrey. Or for the Passport Service ? 

Mr. Croucn. But we feel we can provide that service more efli- 
ciently under a central operation. 

Senator Humpnrry. But this bill provides the authority also for 
that central operating office to do so, because the Secretary can desig- 
nate those particular central offices to carry out those functions. 

Mr. Croucn. Yes, sir. 

However, the Department does believe—I am speaking now mostly 
to the cost-accounting system, whether or not it is in a given place 1 In 
the Department. We do feel that the expense involved in maintaining 
a detailed cost-accounting system would more than offset the ad- 
vantages to be obtained from such a detailed system. 

We feel that the type of operation we have now is adequate. We 
have requested our Office of Budget to ascertain from the Bureau of 
Security and Consular Affairs, what types of information they would 
like to develop. Cost accounting as anticipated by the revolving fund 
goes only to direct expenditures, and not to such indirect expenses as 
I have just mentioned. 

With respect to inflexibility—I think I did touch on that earlier 
because I believe we have more flexibility within total appropriations 
to the Secretary than we would have under this single fund. 

I believe I am also supported in that view by the Bureau of the 
Budget. 

Now, on the question of the General Accounting Office, I checked 
just as late as yesterday. The General Accounting Office in discussing 
the revolving fund, said this: 

The General Accounting Office is not supporting the bill, but by the same 
token, they are not going to oppose it. They have not taken an official position, 
but the unofficial position is that they will not oppose the bill. 

In other words, I believe that the General Accounting Office would 
support either proposition, either the revolving fund or our present 
system, and in view of the strong support of the present system by 
the Bureau of the Budget, we believe we are operating in a proper, 
flexible manner. 

Senator Humrnrey. I am not adamant about this revolving fund. 
As one who has looked into it, I have some doubts about it. One of 
the purposes of the revolving fund is to get the kind of consideration 
for the fluctuations of operation in the Passport Office so that you 
will take care of these seasonal pr iano they are considerable. 
I do not mean to be critical, but frankly, the travel has been underesti- 
mated every year. No one can safely predict what it will be next 
year, but I will predict now that it will be much larger than you think 
it is going to be. 

This is a big problem in America today. We don’t quite estimate 
the vigor 6f the American people or their desire to travel. When the 
New Jersey Turnpike was built, for instance, it was thought that it 
was big enough, and today it is not big enough to carry all ‘the people 
who want to travel over it. 

I wanted to get something into the record that would bring the 
officials of the Department to a realization that this is a service to the 
people. As one Member of Congress, I have had an awful lot of 
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trouble in connection with the processing of passports. I want to say 
again for Miss Knight, I wasn’t one of her cheeri ing supporters when 
she came in, but I have had more service out of the Passport Office 
in recent months than I ever dreamed was possible, and I know why— 
because there have been some changes. There has been some modern- 
ization, and there has been a determination to get this job done. 

One of the reasons we didn’t have the kind of service we needed, 
it seemed to me, was that we were underestimating the requirements 
of that office. We were underestimating the demands for travel and 
were not giving enough attention to them. 

The State Department has these offices all over the world, and 
when an American citizen wants to travel, I want him to be able to 
travel. We don’t want to have to run up to New York for a passport 
at the last moment because he couldn't get the passport under regular 
procedures. 

We have somebody now who wants to run a good passport service 
and I believe we ought to let the director do it. One of the ways to 
insure that adequate service is provided is to make the State Depart- 
ment understand that while it is important to conciliate and hold con- 
ferences, it is also important to get passports out. 

Mr. Crovcu. I would like to assure you that the present adminis- 
tration of the Department and my own areas of responsibility are very 
anxious to assist Miss Knight and help out. 

Senator Corron. I would like, without any criticism of anybody in 
the Department, to associate myself with the Senator from Minnesota 
and express my gratification at the prompt and ready assistance we 
have been getting recently on our passport cases. It has been a great 
comfort and I think the record should show it is appreciated. 

The Cuarrman. That improvement came about after some agita- 
tion from this committee, did it not ? 

Senator Corron. I think the record should show that Senator 
Humphrey and Senator Mundt came back to the committee from per- 
sonal inspections and visits to the State Department, and that the 
suggestions they made to us, the report they made at that time, was 
the reason for the unanimous action of the committee on this bill. 

I am as anxious as the rest are to get the whole story from the State 
Department this morning. 

Senator Humpurey. I want to say the cooperation we have had from 
the Passport Office has been equally important. I think when a per- 
son does a good job, he or she is entitled to praise. Miss Knight is 
here, and I want her to know that we are aware of the fact that she 
has really cooperated. 

I want to say, as far as the revolving fund is concerned, the Depart- 
ment can make a good case against it. I think we can make a good 

case for it. I don’t think it is nearly as important to have it in the 
bill as it is to have a budgetary practice that does the job. 

I wouldn’t argue too long about this as long as somebody is really 
working on it. I gather that there is cooperation now between the 
Budget Office of the Department, the General Accounting Office, the 
Bureau of the Budget, and the Appropriations Committees to work 
this thing out so that there is sufficient flexibility in the allocation of 
funds to meet the needs of the office. 

Is that correct ? 

Mr. Crovcu. It is, sir. 
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The Cuatrman. Is there any other testimony ? 
‘ . 1 

Mr. CarpEnTER. May I proceed with the balance of my statement ? 

r r “ 

The Cuatrman. Yes; you may. 

Mr. Carpenter. Under date of March 19, 1956, Assistant Secretary 
Hill transmitted to the Chairman of the Committee confirmation of 
the foregoing views. A copy of that letter is also here for insertion 
in the record if you wish, sir. 

The Cuarrman. It may be inserted. 

(The letter referred to follows:) 

DEPARTMENT OF STATE, 
Washington, D. C., March 19, 1956. 
Hon. JoHN L, McCLELLAN, 
United States Senate. 


. DEAR SENATOR MCCLELLAN: The Department has noted S. 3340, a bill to trans- 
fer the functions of the Passport Office to a new agency to be known as the 
“United States Passport Service,” which was introduced and reported favorably 
by your committee on March 1, 1956. 

The establishment of a United States Passport Service as a semiautonomous 
agency within the Department would place additional responsibilities upon an 
already overburdened Secretary and might deprive him of the time and energy 
which should be available for policy problems. Creation of the “Service” and 
determination of its functions by statute would limit the discretion of the 
Secretary in making future decisions concerning organization of the Depart- 
ment. This action is in conflict with the principle stated by the first Hoover 
Commission as follows: 

“Each department head should receive from the Congress administrative 
authority to organize his department and to place him in control of its adminis- 
tration, * * * The department head should be given authority to determine 
the organization within his department.” 

With reference to the revolving fund, it is the Department’s opinion that on 
a continuing basis the financial problems of the Passport Office can be resolved 
through regular budgetary processes. Advanced financial planning, together 
with a budget submission reflecting that plan, will assure adequate considera- 
tion of the needs of the Passport Office by review authorities within and outside 
the Department. The establishment of a revolving fund cannot be considered as 
a substitute for adequate planning and will not in itself insure the efficient use 
of funds, 

It is argued that a revolving fund is needed to provide for unanticipated con- 
tingencies ; however, because of the nature of its operations, the Department of 
State is constantly faced with such contingencies. Fluctuations in workload are 
common to many parts of the Department, as well as to the Passport Office. The 
workload of the Passport Office can, in fact, be forecast with a greater degree 
of accuracy than is possible in many other areas. The problem of meeting 
workloads, which could not reasonably be anticipated, is Departmentwide; and 
the Department is at present giving consideration to ways and means by which 
it may be met. 

The proposed revolving fund would be used to pay only direct costs. The 
regular appropriations of the Department would meet the indirect costs. This 
artificial separation of costs would pose a continuing problem to the Department 
and would make impossible the identifying of related costs within one account. 

With respect to the provisions of the bill setting up a separate audit and 
accounting system, it is the belief of the Department that through its regularly 
established administrative procedures and controls it can provide satisfactory 
accounting service to the Passport Office which will recognize the problems 
peculiar to that Office. Further, the internal audit of passport activities should 
be part of the Departmentwide internal audit program, since the Secretary of 
State continues to be responsible for them. 

The bill would substantially increase the present passport fees. It is the 
policy of the executive branch, enunciated in Bureau of the Budget Circular No. 
A-25, dated November 5, 1953, to establish fees that will recover to the fullest 
extent possible the aggregate costs incurred in performing the service for which 
the fee is collected. This policy was reaffirmed by the President when he stated 
that special services benefiting individuals should be selfsupporting—not profit- 


making. 





34 REORGANIZATION OF THE PASSPORT OFFICE 


While available costing data does not permit precise calculations, it is appar- 
ent that the proposed increase in fees would produce a revenue in excess of 
that required to pay the costs of the issuance of passports. The establishment 
of fees at the rates proposed would result in the making of a profit on the 
issuance of each passport. It would in addition have a negative impact on the 
program to facilitate international travel. The Department has been studying 
this problem for some time, but its studies to date are not sufficiently conclusive 
to permit a recommendation for a change in the current level of fees. 

In conclusion, the Department shares the concern displayed by the Senate 
Committee on Government Operations and will continue the efforts of recent 
months to improve the effectiveness of the Passport Office to the end that the 
Office is properly equipped to meet the steadily increasing demands placed upon 
it and to assure a high standard of service to the public. The Department does 
not feel, however, that the establishment of a semiautonomous agency for pass- 
port operations or the financing of such an operation through a revolving fund 
would result in the desired improvement. Furthermore, the establishment by 
statute of a semiautonomous agency within the Department of State would be 
contrary to the sound principles of management endorsed by the Hoover Com- 
mission and by general Government practice. 

For these reasons, the Department is of the opinion that the passage of this 
bill would not be in the public interest. 

The Department has been advised that the views of the Bureau of the Budget 
are in accord with those expressed above. 

Sincerely yours, 
Rosert C. HI1, 
Assistant Secretary. 


Mr. Carpenter. I should like to read from the conclusions of the 
statement made by Mr. Henderson referred to earlier in my statement. 

During the past several years, as a result of the growing interest in travel 
abroad and the availability of low-priced and speedy travel facilities, the activi- 
ties, of the Passport Office have greatly increased. The Department has not 
been unmindful of the problem posed by this increased activity. In recognition 
of the problem, steps have been taken to modernize and mechanize the office 


and to equip it to handle the increased volume of business. 

The Department shares the concern displayed by the Senate Committee on 
Government Operations and will continue the efforts of recent months to 
improve the effectiveness of the Passport Office to the end that the Office is 
properly equipped to meet the steadily increasing demands placed upon it, and 
to assure a high standard of service to the public. The Department does not 
feel, however, that such improvements require the establishment of a semi- 
autonomous agency for passport operations or the financing of such an opera- 
tion through a revolving fund. Furthermore, the establishment by statute of a 
semiautonomous agency within the Department of State would be contrary to 
the sound principles of management endorsed by the Hoover Commission and by 


general Government practice. 

There are here with me today, sir, Mr. Scott McLeod, Administra- 
tor of the Bureau of Security and Consular Affairs; Miss Frances 
Knight, Director of the Passport Office. You have heard from Mr. 
Crouch, Acting Secretary and budget officer. 

Mr. McLeod and Miss Knight are more familiar with the direct 
operations of the Passport Office than I. Between us, we shall be glad 
to answer any questions, and we are at your disposal. 

Thank you, sir. 

The Cuamman. Mr. McLeod, do you have any statement to make? 

Mr. McLxop. No, sir, 1 am at your service if you have any questions. 

The Cuarrman. Are there any questions? 

Senator Martin ? 

Senator Martin. The report states that the purpose of this bill is 
to transfer the functions of the Passport Office to a new agency of the 
Department of State to be known as the United States Passport 
Service, to establish a passport service fund to finance the operations 
of the United States Passport Service, and for other purposes. 
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I noticed your last statement is that the Department does not feel 
that the establishment of a semiautonomous agency for passport opera- 
tions, or the financing of such operations through a revolving fund, 
would result in the desired improvement. 

I should like to ask at what level this would place the Passport 
Service ? 

Mr. Carpenter. We are at a loss at this moment to get the solution 
to that problem of where the word “Service,” the Passport Service, 
would come into our formal organization, for the reasons I mentioned 
before, sir. That is, the bureaus, as so designated, and also as desig- 
nated by law, would be of smaller rating or stature than the Service. 
Therefore, this would place the Passport Service at a higher level 
than anything we have there. 

Do I make my point clear? 

Senator Martrry. That is the point I want to know. I want to 
know what your interpretation is of the effect of the bill should 
it be enacted into law. You say it will lift the Passport Service on 
this semiautonomous agency status above your other bureaus? 

Mr. Carpenter. According to the definition in the Hoover 1949 
report, where it says: 

In general, the principle operating unit of a department should be labeled a 
“bureau.” In those instances where a number of bureaus may be consolidated 
into one operating group, or where an individual bureau is particularly large, 
then the Commission believes that the designation of “service” should be in- 
jected into the operating structure. 

By calling the Passport Office a Service, we have no place on our 
formal organization chart to put it unless it is to come right out of 
the Secretary’s Office. 

Senator Marrtn. That would be under an Under Secretary ? 

Mr. Carpenter. We don’t know at what level the proposed Pass- 
port Service should be headed, because the bureaus are headed by 
Assistant Secretaries. According to this definition, the Service would 
have a higher-level definition than the bureaus. 

Senator McCarrtny. I could ask this question of either Miss Knight 
or Mr. McLeod or you, sir. 

What, if anything, would be gained by the passage of this law? 

Mr. Carpenter. Administratively, sir, I believe we have, under 
the present setup, the facilities and the mechanics to do the job that 
you gentlemen want us to do. 

Senator McCarruy. In other words, you don’t think this law is 
necessary at all? 

Mr. Carpenter. Fiankly, no. 

Senator McCarruy. Mr. McLeod, what is your opinion on that? 

Mr. McLexop. I support Mr. Carpenter. 

Senator McCarruy. Miss Knight? 

Miss Kwnieur. Senator, the Department has an official position on 
this. 

Senator McCarruy. You feel this law is unnecessary ? 

Miss Knieurt. As a staff employee of the Department of State, I 
am bound to support the Department’s position. 

Senator McCarruy. Thank you. 

Senator Martin. Getting back to my point, now, I want to add 
to my questions and observations along the line of Senator Humphrey 
and Senator Cotton, that there has been a decided pickup in the service 
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rendered. That has been done under your present organization, 
has it not? 

Mr. Carpenter. I have only been here less than 2 years, sir. Of 
course, I can only speak from my own experience during that time. 
I have seen Miss Knight, who came into office a year ago. 

Miss Knienr. It will be a year May 2. 

Mr. Carpenter. There has been a fine spirit of cooperation between 
the Department and my office, which is Budget and Fiscal, and the 
responsibilities which my office has. Mr. McLeod can speak for him- 
self. We were able to get her into new quarters, working with the 
General Services Administration. My office had something to do 
with that. We got the money from Congress for that move, and I 
believe that there has been a good deal of progress made, sir. 

Senator Martin. I am in this position. I hesitate to reach down 
and pick up one type of service and lift it up by congressional act to a 
certain level that is uncertain in your mind as to just where it lodges, 
whether it is Under Secretary status, or some other status above that 
of the other bureaus in your organization. I don’t have enough judg- 
ment, myself, to tell you ex xactly in what notch that should be placed. 
I am a little bit dependent upon your advice and counsel on how far 
it must be lifted to maintain the improved service we are looking for. 
We are definitely looking for further improvement in service, but 
whether that will be done automatically by lifting it up to a certain 
level prescribed by law, or whether we could expect to get that same 
improvement by more of what you are now doing, without lifting it up 
to that high a level—that is what is bothering 1 me as we go into this 
this morning. 

Mr. Carrenter. I think you have a very good point, Senator. Pos- 
sibly Mr. McLeod, under whose direction this Office rests, can speak 
better than I can to that. But administratively, we believe we can 
demonstrate to the Department and the Congress that we can do the 
job that is required of us, budgetwise and operationalwise, furnishing 
the necessary people to meet the peak loads. 

say again in this statement here, we have in mind these peak loads. 
We are starting a study now to determine the effect of jet travel—Miss 
Knight has alerted us to that—to see what the Department’s require- 
ments would be, to anticipate the money, the people, and our needs 
ahead of time. I believe, administratively, that we have the facilities 
to work with at the present time. 

Do you care to comment on that, Mr. McLeod ? 

Mr. McLexop. No. 

Senator Martin. That is your position. 

I am not sufficiently familiar with your organization to pass judg- 
ment on that point. That is why I am asking your advice and counsel 
on the matter. We have had similar difficulties in other departments. 
While I was serving on the Committee on Military Affairs of the 
House of Representatives during World War II, we expanded the 
War Department from 170,000 actual force, ground and air combined, 
to some eight million. We had to do tremendous things in reorgan- 
ization. We had such tough problems as family allowances. They 
were bogged down, believe me, They got to the point where it took 
congressional action to get quick action in some of those emergency 
cases. 
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But we did not lift that special service up to a level above the 
other bureaus. I can only draw an analogy from my experience there 
some 15 years ago on the Military Committee. 

I am a little hesitant to sa i, that lifting it up to a given level within 
your Department is the only approach to a problem of this kind, 
that has suddenly expanded. There is no question that travel has 
expanded and the need for quicker service is very much in front of us 
now. I want your opinion. 

Mr. Carpenter. From where I sit, sir, I believe we are making prog- 
ress. There are a good many things to be done. We are not perfect. 
In my own business life, I have been a troubleshooter, you might say 
If you can correct the trouble spots, the good things take care of 
themselves. 

I believe with Miss Knight’s leadership under Mr. McLeod we are 
on the way to working out the problems, budgetwise and otherwise. 
That is my opinion, sir. 

Senator Martin. I have no more questions, Mr. Chairman. 

Senator Corron. Mr. Chairman, I think that Miss Knight, as I 

said before, is entitled to a great deal of credit, and, as one Member 

of Congress, I am grateful ‘to her for what she has done. I think, 
however, in fairness to her predecessor, I should say that it was my 
experience during the 10 years I have been on C ‘apitol Hill, that her 
predecessor did her level best to render the service to our offices that 
she could render. 

Now, it has been my impression over the years, and that impres- 
sion was certainly corroborated by investigations of the members of 
this committee, that this Bureau, or this Office, as it is now designated, 
certainly, for a long time and periodically, at least, was starved and 
somewhat neglec ted and ignored by the higher-ups in the Department 
of State, whose attentions, not intentionally, of course, were con- 
centrated on matters of great international moment. 

The Department is to be commended for cooperating with Miss 
Knight and for rectifying this situation, and we are all grateful. 

What I am not quite satisfied with yet is whether or not sometime 
again, when perhaps we might not be as fortunate as we are now in 
the administration of the Department, this condition could not again 
arise. Iam frank to tell you that during my 10 years up here, I have 
felt at many times that the State Department has been at least not 
enthusiastic about the requests of Members of Congress when we 
find ourselves in difficulty. 

Now, if the word “Service” has so much significance that it is 
going to take this office and swell it up far beyond its reasonably 
proportionate, appropriate place in your Department, I am sure 
nobody on this committee would want to sponsor the kind of legisla- 
tion that would place that burden upon you and confuse your 
organization. 

May I ask you this? Suppose our bill, instead of saying “Serv- 
ice”—I can’t get excited about this matter of terminology—suppose it 
said, “Bureau”. It would be an independent bureau still under the 
Deputy Under Secretary for Administration, wouldn’t it? 

Mr. Carpenter. It could be if the Secretary so designated it in that 
spot. 

Senator Corron. In view of the everincreasing importance of this 
Office and of the fact that some of us feel it is pretty vital—perhaps 
we are a bit selfish of our own welfare, too—forgetting for the moment 
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the matter of the revolving fund and the matter of fees, but just talk- 
ing about whether or not this committee has sponsored a bill that 
confuses the organization of the State Department—what would be 
your comment on this bill when you obviously know what we are try 
ing to do, if the word used was not “Service,” but was “Bureau” > 
What would you do with it then? 

Mr. Carpenter. There are other items in the bill. The revolving 
fund, the question of passport fees. 

Senator Corron. Just for a moment, forget those. Just for the 
purposes of this question, forget, will you please, the revolving fund 
and the matter of fees, and tell us what would be your comments ad- 
ministratively if we took away this word that is obnoxious and said, 
“Bureau” ? 

Mr. Carpenter. The Passport Office is part of the Bureau of Se- 
curity and Consular Affairs, sir, under Mr. McLeod’s administration. 
As far as I am concerned, in my position as principal administrative 
officer, I believe it is well placed. 

Senator Corron. I have no criticism of Mr. McLeod. He is a con- 
stituent of mine. He is from New Hampshire, and I find that all 
people from New Hampshire in the Government are extremely able. 

I am still not talking about personalities. Mr. Secretary, you can 
see what wasin our minds. Fora period of time, this Office was a mess. 
It was an orphan. It was neglected. We were getting a rather dis- 
tinct effect from its neglect. That is not your fault or Mr. McLeod's 
fault. It sort of just grew up. 

Now, it was my understanding i in our committee meeting that the 
purpose of this bill was to make it of more importance. We had no 
desire to swell it up and make it bigger than the Department of State, 
but to make it of sufficient importance and put it on its feet by legis- 
lation so that it would be, if not impossible, at least unlikely that any 
subsequent administration of the Department would leave it the way 
it was before. 

That was all, as far as one member of the committee is concerned, 
that the bill had in mind. Administratively, what is the real objec- 
tion to giving this Service the position of more importance? Do you 
object to that strenuously ? 

Mr. Carpenter. As I said, I have only been in the Government 
service ashort while. But based upon my adminstrative background, I 
hold to the opinion that you gentlemen, of course, have the right and 
privilege to make whatever legislation you decide. We, of course, will 
abide by it. But administrativ ely, I believe that legislation is not 
needed for us to do this job. 

Senator Corron. I understood you felt that it was not needed, and 
you were doing the job without it. What I am asking now is, is this 
legislation—if that word “Service” were changed to “Bureau”—is it 
not only not needed, but would it have a distinctly bad effect, and 
injurious effect, a demoralizi ing effect on your Department ? 

Mr. Carpenter. I wouldn’t recommend it. I don’t know the pluses 
that would be gained by adding the word “Bureau” instead of the 
word “Office.” 

The word “Office” apparently has had some implication that it is 
not a high enough designation. In the Hoover report, this same 
report, the term “Office” is used to refer to staff agencies which serve 
the President or his department heads. The fact that we use the word 
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“Oftice” here, does not designate a low position. If you will notice, 
there are other offices within the Bureau of Security and Consular 
Affairs. There is a Security Office; there is a Visa Office. In our 
opinion, therefore, the word “Office” does not, in itself, designate a 
low-level area assignment. 

Senator Corton. So if it were called “Bureau” or even “Service,” 
you could leave it where it is aud put it out here in your chart? 
{Indicating on chart. ] 

Mr. Carpenter. I don’t believe so, sir. 

Senator Corron. Is this bill, in your opinion—I shall be glad to 
have Mr. McLeod’s answer—is there anything administratively in this 
bill which would endanger the security activities of your Department ? 

Mr. McLxop. I don’t think there is, Senator. I don’t think the 
organizational structure accounts for too much in a substantive matter 
of security. 

The CHatrmMan. May I ask a question? 

Senator Corron. Surely. 

The CHAtTRMAN. Suppose this bill is passed and it is designated as 
now in the bill, United States Passport Service. Where would it be 
placed ¢ 

Mr. Carpenter. Well, sir, I am at a loss to place it anywhere 
else—— 

The Cuatrman. As I understand it, if it is designated as a “service,” 
you don’t know where to place it? 

Mr. Carrenter. Except directly out of the Secretary’s Office, and 
we believe that it would be given a level or a position in the formal 
organization chart out of proportion to the other important areas. 

The CHarrMan. Suppose it is designated a “bureau,” where would 
you place it ? 

Mr. Carrenter. If it were designated a “bureau,” it would have 
to be on a level with other bureaus in the Department. 

The CuHatrMan. Would it be higher than it is now? 

Mr. Carpenter. Yes, sir. It would be higher, and a bureau is 
usually headed by an Assistant Secretary, or one of that rank. 

The Carman. Suppose it is designated an “office” by this bill. 
Where would you place it then? 

Mr. Carpenter. I would leave it right where it is, sir. 

The Cratrman. Would that interfere with the other provisions of 
the bill in any way ? 

I am just talking about the name of something. I can’t see that 
it is all-important whether it is named an office, a section, bureau, or 
what else. Just giving it an official title. 

Mr, Carpenter. As I say, the designation of a title does not neces- 
sarily get the work done. 

The Cuarrman. While I realize that this committee has consistently 
advanced a program for uniformity of nomenclature throughout the 
Governinent, I can’t understand that it is so all-important that this 
particular component be called service, bureau, office, or what, when 
the bill spells out what it wants done and would permit the Secretary 
to redelegate its functions and to realine its status within the organi- 
zational structure of the Department in such manner as may be 
required to properly control its operations. 

What you are concerned about is if you take these words and if 
you designate it a “service,” service is higher than bureau. If you 





40 REORGANIZATION OF THE PASSPORT OFFICE 


designate it “bureau,” that is higher than office. If you designate it 
“office,” I suppose that is higher than section, isn’t it ? 

Mr. Carpenter. Yes, sir. 

The CuatrmMan. Suppose we call it “United States Passport Sec- 
tion”? That would tend to demote it wouldn’t it? 

Mr. Carpenter. May I say 

The Cuatrman. I am trying to find out the significance of these 
words. 

Mr. Carpenter. We think the committee wants a job done. We 
think your work and help and assistance is all to the good. We think 
we can do the job without any legislation, sir. 

The CuatrMan. Suppose there is going to be legislation. What is 
the difference whether we designate it “service,” “bureau,” “office,” or 
“section” ¢ 

Mr. Carpenter. On my part, I am not in favor of the legislation. 
Therefore, it is hard for me to say what you should legislate. 

The CHairman. I am saying, if we do legislate, what difference 
does it make whether you designate it a “service,” a “bureau,” an “of- 
fice,” or a “section”? What difference would it make in the ates 
operations of the Passport Office ¢ 

Mr. Carpenter. | tried to point that out, that if it is designated a 
“service,” it puts it on a rating out of proportion to the other bu- 
reaus. 

The Cuairman. Suppose it is designated a “bureau”? 

Mr. Carrenter. It puts it out of proportion to what it is now, 

The CuatrmMan. Now it is designated an “office”? 

Mr. Carpenter. And we think it should stay right there. 

The Crarrman. If the word “service” in this bill were changed to 
“office,” what would be your objection to the administrative features / 

Mr. Carpenter. It is an office now; why would you legislate it, 
sir? 

Senator Humpurey. I should like to ask a question, but I will yield 
first to Senator McCarthy. 

Senator McCarruy. I may say I think that the Senator from Min- 
nesota has performed a service in bringing certain matters to the at- 
tention of the committee. I think the service in the Department has 
been improved because of the activities of the Senator from Minne- 
sota. But I heartily disapprove of his bill. 

Senator Humpnrey. Thanks, Senator. 

Now, may I just spend a few moments with Mr. Carpenter? 

You base your case pretty well on the recommendations of the Hoover 
Commission. The Hoover Commission has made several recommenda- 
tions which have some application to the pending bill. Would you 
like to define for us what the meaning of the word “office” is under the 
definition contained in the Hoover Commission report? Isn’t it a 
staff agency ? 

Mr. Carpenter. As far as this report is concerned, the term “office,” 
as used, refers to a staff agency in the report. But it does not refer 
to any designation i in our Department. 

Senator Humpnrey. Oh, you want it both ways. You say in the 
report the word “office” means one thing, but the way you use it over 
here, it means another thing. 

Mr. Carrenter. [am only quoting what the book says. 
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Senator Humpurey. You also quoted what the word “service” 
means according to the book. Isn’t it true that the Hoover Commis- 
sion refers to “office” as staff agencies which have, in turn, as their 
responsibilities, the servicing of functions under the control of the 
President, of the Secretary of State, or any of his associates ? 

Mr. Carrenter. It says, “President or his Department heads.” 

Senator Humpurey. So that it is essentially an intraoflice opera- 
tion. Itisastaff agency operation. 

Now, the only reason the word “ser vice” was used was because the 
passport wor k is essentially a service to the public, not so much to 
the State Department, but to the public. It just seemed that it was 
better nomenclature. 

May I point out that the bill provides that the Secretary may place 
the United States Passport Service wherever he may so desire in his 
administrative structure. But it further provides that the Director of 
the Passport Service shall be a career employee as such, since it is es- 
sentially a service function. So I can’t see what all the hullaballoo 
is about. I want to say, however, that this Passport Office has been 
the forgotten child in the State Department family. I am happy to 
see the renewed recognition of the abilities and talents of the Office 
and its functions. 

Now, the purpose of the bill was expressly this: Namely, to see to 
it that what you are now contemplating will be continued and will be 
done. This is not unusual. May I say that in many programs, the 
Congress has taken the view that where reorganization took place 
administratively, it was well to pin it down legislatively. Further- 
more, may I say in some departments of the Government, the word 
“service” is used and it does not have such a great overranking 
superiority. Iam thinking of the Agricultural] Marketing Reporting 
Service. That is a service that goes out to thousands and hundreds 
of thousands of farmers, and business firms, processors, State agencies, 
and so forth. The word “service” is used there, because it denotes 
what the purpose of the organization is, to serve the public. 

Now, that is the only reason that we use the word “Service” here, 
plus the fact that when you say “United States Passport Service,’ 
you give an identity to it, as to its function, and you also, under the 
terms of this bill, give it better stature. There is no doubt about 
that. You give it a kind of equality of function that you would get 
under a bureau operation. 

The CuarrMan. Will the Senator yield? 

Senator Humpnrey. Yes. 

The CHAIRMAN. That was one purpose. 

Senator McCartuy, What was the rest of it / 

Senator Humenrey. I am only asking how Mr. Carpenter can ap- 
ply so strictly the definition of “Service” from the Hoover report on 
the one-hand, and not apply the definition of the word “Office” from 
the Hoover report, on the other hand. He says here it means some- 
thing different on the chart than it does in the bulletin from the 
Hoover Commission. 

Mr. Carpenter. I said the term “Office” in this Hoover report 
referred to staff agencies, used in this Report. We have an “Office 
designation there, and we have “Bureau” designations. We have no 
“Service” designations. 
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With reference to the Hoover Commission report, it is shown, a 
“Service” designation, as referring to an operation of importance 
way beyond anything that we have. I think that is my point. 

Senator Humpurey. I understand your point. 

Let me ask this didoek: On the first part of this bill, that all 
functions, powers, duties, and authority of the Passport Office of 
the Bureau of Security and Consular Affairs, Department of State, 
together with those funds, liabilities, commitments, authorizations, 
allocations, personnel, properties, and records of the Department 
of State which the Secretary of State shall determine to be primarily 
related to, and necessary for, the exercise of such functions, powers, 
duties, and authority, are hereby transferred to the United States 
Passport Service, established pursuant to section 2 of this act—are 
you opposed to that language? 

Mr. Carpenter. Well, sir, I am here to represent the Department’s 
viewpoint. 

Senator Humpnrey. Well, is the Department opposed to trans- 
ferring to a management program which places functions, powers, 
duties, and authority of the Passport Office, together with those 
funds, liabilities, commitments, authorizations, allocations, personnel, 
properties, and so forth, under a Passport Office? 

Let’s put it that way for a minute. Not “Service”, just under a 
Passport Office. 

Mr. Carpenter. Yes. 

Senator Humrurey. Why ? 

Mr. Carpenter. In my opinion, it doesn’t fit the pattern which we 
have. . The other areas of the Department 

Senator McCarruy. Will the Senator yield to me for a moment ? 

Senator Humpnrey. Yes. 

Senator McCarrny. I see no reason on earth for any differentiation 
between “Office”, “Service”, and “Bureau”. It is one of the things 
T do not like. 1 have been listening to the testimony and for the life 
of me, I cannot differentiate, so I agree with you on that. 

Senator Huxrnrey. I think it is a matter of renaming the child, 
so to speak. 

Senator Martin. At least, reduce the capital “S” to a small 
letter “s.” 

Senator Humpurey. Go ahead, Mr. Carpenter. 

Mr. Carpenter. Would you repeat the question, please, sir? 

Senator Humpnrey. I asked whether or not the language in the bill, 
starting on line 3, page 1—assuming that we are not setting up a 
special branch here. Let’s just find out whether or not you are op- 
posed to or in favor of a transfer of functions, powers, duties, and 
authority of the Passport Office, together with those funds, liabilities, 
commitments, authorizations, allocations, and so forth, which the Sec- 
retary of State shall determine to be primarily related to and nec- 
essary for the exercise of such functions, and so forth. 

Are you opposed to consolidating those facets of administrative 
management in the Passport Office? 

Mr. Carpenter. Yes, sir. 

Senator Humpnrey. You are? 

Mr. Carpenter. Yes, sir. 

Senator Humpurey. Why? 
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Mr. Carpenter. We have records of the Department of State already 
in one section. We have the control of properties and services in an- 
other section, which services the whole Department. We have per- 
sonnel under another section. It would seem to me that it would take 
an element of the Department and put it into a compartment, in a way, 
and make a separate unit of it, which we do not need. We have all 
the facilities to handle these as we are now operating. 

Senator Humpnurey. Despite the fact that the Secretary can, under 
the authority of this act, designate any one of these other agencies, 
or any one of these other bureaus you have mentioned, to perform the 
service as supplemental to the Passport Office. 

Mr. Carpenter. I hate to differ with you on this point, but I don’t 
believe it is necessary. 

Senator Humpnrry. All right. I respect your point of view. I 
just wanted your opinion. 

Are you opposed to having the Passport Office headed by a Director 
who shall be appointed by the Secretary of State in accordance with 
the civil-service laws? 

Mr. Carpenter. There is a question in my mind, and I don’t know 
that I am the one who should talk to it, sir, although Mr. Hender- 
son—I am pinch-hitting for him, as you know. 

Senator Humpnrey. “Yes, we understand that. 

Mr. Carpenter. We do have a Foreign Service, and whether or not 
the head of the Passport Office should have rotation into the Foreign 
Service and back, and have that experience, I am not prepared to say. 

Senator Humpnurey. The head of that Office never has? 

Mr. Carpenter. No, but there was a long continuity of years. | 
think Mrs. Shipley was in a number of years—30 or 40 years. So 
the question never came up. 

In trying to answer your question, I should like to reserve that par- 
ticular point for someone higher in authority to answer. 

Senator Humrpurey. I want to ask one question—we have to move 
along to one other quick item. 

What about the fees? 

Mr. Carpenter. Well, sir, Mr. McLeod should talk about that. 
Would you please direct that question to Mr. McLeod? 

Senator Humpnrey. I just want to ask your observation and judg- 
ment on the matter of passport fees? 

Mr. McLxop. Well, the Bureau of the Budget, I think, about 2 years 
ago, perhaps longer, requested that we make studies to find out whether 
the fees were paying for the service, soto speak. Asa matter of actual 
fact, I don’t believe any study was undertaken on this until Miss 
Knight became the Director of the Office. Such a study is now under- 
way. There have been some preliminary papers on it that have come 
to my office. It is a question that requires review by nearly all the 
elements of the Department, because we have such questions as the cost 
of our passport in comparison with the cost of passports of other 
countries. 

The policy aspect that enters into that, too, is important. We have 
not as yet arrived at any firm position which would enable us to make 
a recommendation on the fees. I think, as Mr. Henderson’s letter 
pointed out to the chairman, when we are in that position, we will 
report to this committee, because we will require legislation then on 
the matter of fees. 
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Senator Humpurey. You are contemplating then, Mr. McLeod, 
in the light of your study, some recommendation later on to the Con- 
gress on the matter of fees / 

Mr. McLxop. Yes, sir; that is definitely in the works. 

Senator Humpurey. Do you have any idea when that might be? 

Mr. McLeop. We would like to get a position before the Congress 
adjourns, but we recognize this is an unusual year, and we don’t know 
quite when you will adjourn. 

There are a lot of elements, too, outside of the Department, that 
enter into this fee picture. 

Senator Humpukey. I understand that. 

Mr. McLxrop. We would want to give them an opportunity to at 
least advise the Department of their views before we made any firm 

recommendation on fees. 

Senator McCarruy. Just one final question, Mr. Carpenter, on sec- 
tion 4 of the bill. Would you mind giving the committee your obser- 
vation on that ¢ 

Mr. Carpenter. Well, sir, my office, as secretary-controller, has a 
fiscal responsibility throughout the Department. Through the Bud- 
get Office of Mr. Crouch, that responsibility is exercised. We have 
had our fiscal people in the Office working with the General Account- 
ing Office and I believe with—I shall ask Mr. Ericsson to answer that. 

Mr. Ericsson. I was working. with the General Accounting Office 
systems representatives, and the General Accounting audit group. 
That audit group surveyed the control over cash receipts, and the 
systems group were concerned with systematizing the operations, in- 
stalling machine accounting, and things of that nature. 

Senator McCarruy. My question was whether or not the Depart- 
ment objec sted to section 4. 

Mr. Carpenter. I was coming to the answer, sir, by advising you 
that we felt we had an interest in the facilities to do the auditing, and 
that we would undertake that responsibility. If it is my job to do, I 
am going to doit. So I felt that as far as this section is concerned, we 
are moving along in that field, and I wouldn’t see the need for legis- 
lation, sir. 

Senator McCarruy. I have been listening with a great deal of at- 
tention to the testimony this morning. I should like to ask one ques- 
tion of you, Mr. C arpenter ; ; you, Mr. McLeod, and you, Miss Knight. 

Am I correct in this, that you are merely testifying as to the views 
of the Department, and not your own indiy idual views ? 

Mr. Carpenter. I am testifying on the views of the Department, 
which I have concurred in, sir. 

Mr. McLeop. I would give the same answer. 

Senator McCarrny. Miss Knight, how about you? Would you 
feel free to testify freely, or must you merely express the views of the 
Department ? 

Miss Knicur. Senator, I think I would have to express the views 
of the Department, since the Department has taken a position on 
the bill. I believe that it is customary for all employees of a De- 
partment to follow the Department’s lead in that direction. 

Senator McCarrny. May I 7 that while I don’t blame any one 
of the 3 of you, I have respect for all 3 witnesses, but I think it is 
extremely unfortunate that we cannot get the individual views of 
competent people working in a Department; that they can only come 
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down here and parrot the views of the Department. As I say, that 
is no reflection upon you. I know that you are under that type of rule. 
It so happens that in this case, I agree with you. i 

I think that it is extremely unfortunate that this happens day after 
day after day before our committee. 1 

I have nothing further. 

Senator Humpurey. Does anyone have any more questions? 

I don’t believe I have any. Has the Department brought some- 
body along who would like to be heard? Is there anybody else who 
would like to make any comment? We want you to have that op- 
portunity. 

Mr. CarPENTER. Before you close, sir, I do want to express for my 
part appreciation for the work of your committee and your staff in this 
passport problem. I think there is much good being accomplished. 
| think we are moving along toward a common end, which is toward 
a better operating unit. 

Senator Humpurey. I want to thank you and Mr. McLeod and Miss 
Knight for giving your attention to this particular problem. 

There is no desire here, I want to say very candidly, to do some- 
thing that would be unworkable or undesirable. I want to talk to 
my colleagues here for a few moments about it, but I just have a 
feeling that we get sporadic improvements, and sometimes they don’t 
stick. You will pardon me for saying so, and this is no reflection 
on any of you here. 

The primary objective I had in mind in bringing this matter be- 
fore the committee, which resulted in what I consider to be a rather 
competent staff study, along with related agencies of the Government, 
was to have these improvements adopted. 

We owe a debt of gratitude to the General Accounting Office, the 
Civil Service Commission, the General Services Administration, and 
others, who gave us competent management people to go in and help 
us make a study and survey along with your own Department people. 

Asa result of all this, I think there has been a good deal of improve- 
ment, but I would like to make sure it is going to stay.. Maybe it will 
so long as each of you remain in your respective positions. But 
people come and people go. I know it will stay put and be every bit 
as good, gentlemen, if the election turns out right in November, from 
my point of view, but ignoring that observation for the moment—what 
I was worried about was the intraoperations of the Department. 

I should like to ask my colleagues if they could stay for a moment and 
we could have a short conference on what action the committee should 
take to insure that the improvements effort will be continued. 

We have completed our formal hearing. 

Mr. McLeop. May I say for the record that I personally appreciate 
these tributes and this praise of this operation under my direction. It 
doesn’t always happen that way. We have had some discussion in 
the past that was not favorable. But we certainly do appreciate 
kind words and the interest of this committee. 

Senator Humpurey. You have been very cooperative. 

Senator McCarruy. I think while we are here we should pay a bit 
of tribute to Miss Knight. 

Senator Humpnrey. A number of travel agencies who are interested 
in that section of S. 3340 dealing with passport fees have requested an 
opportunity to present statements for the record. The clerk is, there- 
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fore, directed to insert such statements as may be received prior to the 
printing of the hearings. 

This hearing is now formally adjourned. 

(Whereupon, at 12:10 p. m., the committee adjourned.) 

(Subsequently, the following communications were received, for 
insertion in the record :) 


Pactric AMERICAN STEAMSHIP ASSOCIATION, 
Washington, D. 0., March 29, 1956. 
Re 8. 3340, Reorganization of the Passport Office. 
Hon. JoHn L. McCLeLian, 
Chairman, Committee on Government Operations, 
United States Senate, Washington, D. C. 

Dear Mr. CHAIRMAN: It was with some dismay that we learned of the report- 
ing by your committee of S. 3340, having to do with reorganization of the Passport 
Office without benefit of public hearings. This legislation contains certain re- 
forms, which are not of immediate concern to the maritime industry, but which 
also contains an increase in the passport fee which we find to be unreasonable 
and not substantiated in fact. 

We would urge that your committee hold hearings on this legislation in order 
that all concerned may understand the necessity for it, particularly for the fee 
increase. We are addressing ourselves to you on this matter not so much as one 
of the parties burdened by the increase, but rather as spokesman for the traveling 
public, with whom we must deal every day in our business. It seems to us that 
the viewpoint of the traveling public is of extreme importance in this legislation, 
especially having in mind that some 1%4-million Americans will travel to Europe 
in the year 1956, to say nothing of the air and sea travel to other destinations. 

We are not convinced that because the passport fee has not been raised in 20 
years that it, therefore, follows that it should be raised now. The volume of 
Americans traveling to foreign countries has increased so substantially as to 
raise a serious question as to why the increased revenue is not sufficient to cover 
costs. 

Having in mind the administration’s program to encourage tourism and having 
in mind the right of the traveling public to make its views known on this matter, 
we would sincerely urge that before this matter proceeds any further in the 
Senate that hearings be held, at which time this association would appreciate an 
opportunity to be heard. 

Very truly yours, 
Rarpx B. Dewey, 
Washington Representative. 


AMERICAN MERCHANT MARINE INSTITUTE, INC., 
Washington, D. 0., April 6, 1956. 
Hon. Joun L. MeCLerran, 
Chairman, Committee on Government Operations, 
United States Senate, Washington, D. C. 

My Dear Senator McCiettaAn: The American Merchant Marine Institute, 
representing a preponderance of American-flag steamship lines, strongly opposes 
section 5 of S. 3340, which would increase passport and renewal fees by 100 
percent. The institute has no comment to make, however, on other provisions of 
S$. 3340. 

Sincerely, 
AtvIn SHaptro, Vice President, 


ATR TRANSPORT ASSOCIATION, 
Washington, D. C., April 16, 1956. 
Hon. Husert H. HuMpHRey, 
United States Senate, Washington 25, D. C. 

My Dear Senator Humpurey: The Air Transport Association of America, 
having as its members practically all of the American-flag air carriers, wishes 
to express to you and the Government Operations Committee its views concern- 
ing certain provisions of S. 3340. 

Our association has from time to time expressed its views on measures which 
the United States Government and other governments might take to encourage 
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United States residents to travel abroad. It has always been our understanding 
that the United States Government was encouraging such travel, not only for 
the cultural benefits it would bring, but also because the dollars spent abroad 
would be a major contributing factor in lessening the dollar gap between imports 
and exports of merchandise to this country. Thus, travel by United States 
residents abroad contributed approximately $11 billion to the foreign exchange 
account of foreign governments in 1955 and intensive efforts are being made by 
our Government to increase this figure substantially. 

To stimulate travel our Government has encouraged other governments (1) 
to improve their tourist plants, such as hotels, and attractions; (2) to promote 
these through advertising and publicity in this country; and (3) to eliminate re- 
quirements, such as passports and visas for American tourists since these are 
real barriers to travel. 

With respect to the action which the United States Government itself could 
take, one of the important items has been the issuance of passports. In this 
regard, we have urged (1) that more passport offices be opened in strategic cities 
in the United States; (2) we have urged that the offices of the Immigration and 
Naturalization Service be utilized for the issuance of passports; (3) we have 
urged that the passports be issued rapidly so that a last-minute decision to travel 
would not be frustrated; (4) that passports be given longer periods of validity ; 
and (5) that the fee for passports be reduced. 

As indicated in the report, many of the objectives contained in S. 3340 were 
designed to carry out needed improvements to the passport service in order to 
meet modern-day demands. We feel, however, that to increase passport fees 
would act as a deterrent to international travel and would not be consistent with 
our Government’s efforts in this field. We would suggest that you offer an 
amendment to your bill eliminating the increase in passport fees in order to 
permit hearings to be held on the subject by all those who are concerned with 
the development of international travel. 

In our view, there is no clear showing that an increase in passport fees is jus- 
tified. The report, for instance, indicates that certain appropriations for the 
Passport Office were in the neighborhood of $1,300,000, while fees earned from 
the issuance and renewals of passports amounted to almost $4 million. We do 
not believe that the cost of unrelated services should be charged to the expenses 
of documenting a United States citizen for travel. 

The report also indicates that one of the reasons for raising the fee is that it 
would be paid by persons who are in a much more favorable position to pay for 
such services than the average Federal taxpayer. Reports issued by the Pass- 
port Office itself indicate that, during the calendar year 1954, of the 452,000 
applications filed, almost one-half were made by applicants having occupations 
in the middle and lower income brackets, such as indicated in the following 
table: 


Scientists : Retired 

Religious d Wig Se FUR aa ce dca antes dissect eect 
Barber-beautician 2,481 | Missionaries 

Teachers and students_________ 60, 000} Tébrariane.uu co. ut 
Clerks-secretaries_._.......__- 35, 000 | Servant 

Lateretie cit oa La 54, 000 


In addition, there were 70,000 applications by housewives which indicates 
more travel by family units. 

The air carriers are making every effort to make it possible for ever-increasing 
numbers of lower income groups to travel internationally. This is being done 
by a number of constructive steps such as the introduction of tourist-class 
services, deferred-payment plans, and family-travel plans. 

The report indicates that many improvements have been devised to speed up 
the issuance of passports. We are alarmed, however, over the increasing num- 
ber of ‘reports of delays up to 5 weeks before a traveler obtains his passport. 
Current magazines and newspapers contain warnings that applications should 
be filed a minimum of 30 days in advance of travel. We therefore do not wish to 
suggest any action which would prevent the Passport Office from continuing 
their present program to expedite the issuance of passports nor do we wish to 
suggest any action which would delay other improvements which have been 
recommended by the Senate Committee on Government Operations. However, 
we feel that the provisions on passport fees need further examination and sug- 
gest that they be handled as a separate matter. 





48 REORGANIZATION OF THE PASSPORT OFFICE 


If you decide that a discussion with other elements of the travel industry 
would be helpful, we, too, would be glad to join with them to discuss this matter. 
Sincerely, 
8S. G. Treron, President. 


THE NATIONAL ASSOCIATION OF EVANGELICALS, 
OFFICE OF AFFAIRS, 
Washington, D. C., April 25, 1956. 
Hon. JoHN L. McCLeLian, 
United States Senate, Washington, D. C. 


My Dear SENATOR MCCLELLAN: We are enclosing herewith a copy of a resolu- 
tion which was passed by our annual convention which convened in Cleveland, 
Ohio, during the week of April 9. 

Inasmuch as this resolution bears on the matters which are under survey by 
your committee, we are asking that it be given due consideration. 

Sincerely yours, 
CLypE W. Taywor, Secretary of Affairs. 


RESOLUTION PASSED BY THE NATIONAL ASSOCIATION OF EVANGELICALS IN ANNUAL 
CONVENTION, CLEVELAND, OHIO, WEEK OF APRIL 9, 1956 


Whereas the Passport Office of the Department of State has for many years 
extended every courtesy to the Washington offices of our organizations, fre- 
quently in spite of tremendous workloads which are thrown upon that agency 
of the Government; and 

Whereas the tremendous increase in general passport demands makes moderni- 
zation of the passport system imperative; Therefore, be it 

Resolved, That our gratitude be made known to the responsible personnel in 
the Passport Office of the Department of State, and that Congress be informed 
of our desire that proposed legislation to modernize the passport system be 
approved. 


Unirep STaAtTes SENATE, 
COMMITTEE ON INTERIOR AND INSULAR AFFAIRS, 
April 20, 1956. 
Hon. Joun L. McCLeELLAN, 
Chairman, Government Operations Committee, 
United States Senate, Washington, D. C. 

Dear JoHN: I have recently received correspondence from one of the largest 
travel agencies in my State, expressing some definite opinions on the reorganiza- 
tion of the Passport Office. 

Among the suggestions was a proposal to decentralize the function of issuing 
passports. It was suggested by my constituent that the function of issuing the 
passport be correlated with other decentralization reorganizations by creating 
district or regional offices with authority to issue the passports, thereby cutting 
down what appears to be an undue delay and unnecessary lapse of time consumed 
by necessary mail deliveries between the western States and the Passport Office 
here in Washington. 

I would appreciate any consideration that might be given by the subcommittee 
presently considering this reorganization proposal to my constituent’s suggestion 
of decentralization. 

Sincerely, 
ARTHUR V. WATKINS. 


APRIL 27, 1956. 
Hon. Artuur V. WATKINS, 
United States Senate, 
Washington, D. C. 


Dear SENATOR WATKINS: This will acknowledge receipt of your letter of April 
20, 1956, with reference to the bill providing for the reorganization of the Passport 
Office, which is now pending before this committee. 

One of the major objectives of S. 3340 is to provide the necessary authority 
and funds to the Director of the proposed new United States Passport Service 
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to permit the expansion of the passport facilities to meet what Miss Frances G. 
Knight, the Director, terms the jet-age requirements. According to information 
furnished to me by the staff, Miss Knight recommended in January 1955, upon 
returning from an inspection of the west coast facilities of the Office, the estab- 
lishment of a new passport office at Los Angeles. Upon taking over the functions 
of the Passport Office, she also advocated a standby program looking toward the 
possible need for passport offices in such cities as Cleveland, Chicago, Kansas City, 
and Denver, so that adequate services could be provided when longrange overseas 
planes no longer stop at seaport cities but pick up or discharge passengers at 
terminal points established by the overseas airlines in the interior. 

The staff also informs me that it would not be necessary to include any addi- 
tional provision in the pending bill in order to bring about such an expansion of 
passport facilities, since adequate authority is presently vested in the Depart- 
ment to expand the service as required to meet the needs of the public, if adequate 
funds are provided for such expansion. 

It is also my understanding that officials of the Department have now in- 
structed Miss Knight to open the Los Angeles office by July 1 of this year—in 
the middle of what is probably the peak travel season in history. In view of this 
situation, it may be necessary to postpone opening this new office until after the 
present seasonal demands for passports have diminished. To take such action 
at this time would create serious administrative problems in the normal opera- 
tions of the Office. 

Mr. I, W. Carpenter, Assistant Secretary-Controller of the Department of State, 
in his testimony on S. 3340, assured the committee that “we are starting a study 
now to determine the effect of jet travel—Miss Knight has alerted us to that— 
to see what the Department’s requirements will be, to anticipate the money, the 
people, and our needs ahead of time. I believe, administratively, that we have 
the facilities to work with at the present time.” 

Thanking you for submitting your suggestions to the committee, and with kind 
regards, I am 

Sincerely yours, 
JoHN L. McCLeLLaNn, Chairman. 


AMERICAN SOcIETY OF TRAVEL AGENTS, INC., 
New York, N. Y., April 30, 1956. 
Senator JoHN L. McCLeLLAN, 
Chairman, Senate Government Operations Committee, 
Washington, D. C. 


My Dear MR. CHAIRMAN: The American Society of Travel Agents, represent- 
ing over a thousand travel agents handling in excess of $500 million of travel 
business a year, wishes to express to you and the Senate Government Operations 
Comunittee, its concern over the fast developing crisis in the handling of passport 
applications and to congratulate your committee on its efforts to contribute to 
a solution to this problem through §S. 3340, a bill to establish a Passport Service 
and set up funds to finance its operations. Briefly our position is in support of 
the bill’s general objectives but opposed to the provision for increased passport 
fees. 

It is our understanding that S. 3340 has been referred back to your committee 
for the purpose of hearing representatives of the Department of State testify 
in opposition to it. As you know, there has been no opportunity for a public 
hearing in which our organization and other elements of the transportation 
industry and the traveling public might express their views. For this reason, 
it is hoped that this letter and further written statements which we might sub- 
mit, will be given the same careful attention which your committee has accorded 
the representatives of the Department of State who testified with regard to the 
bill on April 13. 

We are in accord with the report of your committee to the extent that it recog- 
nizes a need for reorganization of passport operations to better meet the extraor- 
dinary growth of international travel by United States citizens, which is al- 
ready evident, and which promises shortly to overwhelm existing facilities and 
procedures of the Department of State. 

In the last several months travel agents, particularly on the west coast, have 
experienced a sharp deterioration in passport service, as travel demands have 
outstripped the many improvements in the passport operation whieh have re- 
sulted from the intensive efforts of the Passport Office to meet the problem 
within the available means. The problem should have been anticipated, to use 





50 REORGANIZATION OF THE PASSPORT OFFICE 


one of the clearest examples, by establishing a Los Angeles passport office, but 
there is apparently no agreement to take such a step in the many offices in the- 
Government which have an interest in whether to make funds available for this 
purpose. It would be interesting to know how long it would take from the date 
of decision to the setting up of such additional facilities under existing pro- 
cedures. 

We are not qualified to judge the details of the proposal of your committee 
to provide financial flexibility to passport operations. However, we are per- 
haps the nearest thing to a qualified spokesman for all sectors of the traveling 
public, and we have no hesitation in concurring with the conclusion apparently 
reached by your committee that the processes of the Government and the De- 
partment of State for allocating funds and determining priorities among the 
great variety of important objectives to which that Department is committed 
is ill adapted to meet the present passport crisis and future fast-changing travel 
habits. 

The proposed increase in passport fees does not appear to us to be justified 
by the logic and information in your committee report nor by any other public 
information of which we are aware. While we do not object to the principle 
that the revenues from passport fees should equate with the cost of direct serv- 
ice benefiting the traveler, we are convinced that the greatly increased revenues 
which will be derived from mass production of passports will be excessive rather 
than inadequate to meet the direct costs of Government activities which should 
properly be taxed to the traveling public. It also appears that the present 
administration of the Passport Office is making real progress in simplifying 
and making less expensive passport production. It may be that further stream- 
lining would result from a close and critical look at the precautionary procedures 
which have become encrusted on the process of issuing passports. 

It appears probable from your committee’s report and the colloquy between 
Senators Humphrey and Watkins at page 5537 of the Congressional Record of 
April 12, 1956, that the cost figures made available to the committee and its 
staff lumped together the policing, regulatory, and national security activities of 
the Government with actual service provided to the traveler. Examples of costs 
which should not be taxed to the traveler are Government activities concerned 
with incoming foreign citizens, with foreign duty employees of the United States 
Government, with service to American business abroad, with protecting the 
national security against the international movements of subversives. 

The proposed increase in passport fees represents about 1 day in Europe for 
the closely budgeted traveler. The opportunity to expand international travel 
of United States citizens lies largely with lower income travelers to whom the 
initial outlay of money often decides whether the trip is taken. A total pass- 
port cost of $20, or even $15, can have an effect on such travelers. 

Our Government has told the rest of the world that it is taking the lead in 
facilitating international travel as a major contribution to international under- 
standing and trade. §8. 3340 is one of the few concrete actions proposed by our 
Government to deal with the travel problem, and it should attract the attention 
of foreign governments with which we have, or may have, negotiations looking 
toward reduced travel barriers. To foreign observers the doubling of passport 
fees is a far more tangible gesture than internal reorganization. It is, unfor- 
tunately, a gesture which flies right in the face of President Eisenhower’s an- 
nounced intentions to reduce travel barriers. 

We urge that a bill comparable to S. 3340 be reported out and acted upon as 
rapidly as possible and that section 5 of 8. 3340, which doubles passport fees, 
be deleted therefrom. If an adjustment of passport fees, either upward or down- 
ward is advisable, it should be done on the basis of a period of experience which 
results from the proposed streamlining of passport operations, and the legislation 
to effect this should be based on public hearings on this important question, open 
to testimony from the traveling public and the transportation industry, as well 
as the executive branch. 

May I add in closing that our membership is gratified at the outstanding 
efforts which have been made over the last year by the Passport Office to deal 
with this important and difficult problem within the confines of present obsolete 
administration procedures, regulations, and laws and that the vision of your 
committee and the sponsors of 8. 3340 in giving this matter legislative priority 
is a source of very real encouragement. 


Respectfully yours, 


x 


T. J. Donovan, President. 














